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INVESTMENT AND EXPLOITATION. 
By E. STUART KIRBY. 


_ Sound development in Eastern Asia 
is not possible unless there is extensive 
and judicious investment. This can- 
not occur if there is, as at present, a 
general hostility to the idea of foreign 
investment. The Communists, wishing 
to confuse the issue, decry all capit- 
alistic investment as “exploitation.” 
Nationalism has contributed to the 
same effect by denouncing investment 
by foreigners—which is, in Asia, quan- 
titatively or qualitatively the most im- 
portant part of the investment, and 
must continue to be so. 


In fact many different kinds of in- 
vestment are possible. If some are 
considered preferable to others, the 
judgment is made on many different 
grounds. Communist (and some Na- 
tionalist) propaganda tends to minimise 
these distinctions. It lumps all forms 
of investment together as exploitation, 
and supposes that there are merely 
different “degrees of exploitation.” The 
conscious or subconscious desire is of 
course to conceal the fact that there 
are in reality a great number of al- 
ternatives, or gradations of policy be- 
tween the far Right and the far Left, to 
condemn all capitalist or reformist 
measures, and represent Communism 
as the only valid alternative. One or 
two examples may be given to illus- 
trate the inaccuracy of this negative 
approach. 


The degree of “exploitation” is 
sometimes represented as varying ac~ 
cording to the level at which the in- 
vestment is made. There has been 
special animus against investment by 
foreigners in the primary industries— 
mining, lumbering, etc. Transport also 
figures as a primary industry and as 
carrying strategic and administrative 
control. In the secondary field—pro- 
cessing and manufacturing activities— 
alien capital encounters less hostility 
and suspicion. In the fields of com- 
merce and agriculture there is appar- 
ently less general repugnance to for- 
eign participation. But it is notable 
that within the agrarian and commer- 
cial fields there is nevertheless the 
same gradation between the primary 
and secondary activities: it is blame- 
worthy for foreigners to engross raw 
materials and primary processes or 
centres (e.g. plantation system, milling, 


treaty ports) but even praiseworthy 
for them to spend on (say) education 
or the improvement of food crops. 


* * * 


Unfortunately, as the very termino- 
logy shows, economic development and 
investment (whether native or for- 
eign) must normally proceed in the 
given order: first the primary or ex- 
tractive activities, then the secondary 
or processing ones. The word “extrac- 
tive” may have a psychological effect 
like that of the word “exploitation.” 

Neither of these words is used in its 
original sense. Mining and the like ac- 
tivities are visualised as extracting the 
physical contents of the country—in the 
case of foreigners, for export. Whereas 
foreigners establishing factories are 
visualised as net importers, who not 
only impart knowledge but contribute 
a material addition to equipment of 
the country, and enhance its future 
earning power. 

This is not necessarily true, and ac- 
tual experience has usually been 
otherwise. In practice mining com- 
panies invest much more in real estate, 
equipment and local utilities—in pro- 
portion either to turnover or to pro- 
fits—than do manufacturing or trading 
concerns. The extractive industries 
open up backward areas, _ raise 
values there and provide facilities; 
while manufacture and trade, more 
parasitically, cluster around existing 
installations. Mining concerns tend to 
be large international organisations, 
constituted to do more in promoting re- 
search and technical training especial- 
ly of the kinds most important to a 
backward country. In practice, more- 
over, such undertakings are larger and 
more regular net earners of foreign ex- 
change; manufacturing plants may be 
more susceptible to market variations 
and in any case require more constant 
purchase of raw materials. 

Extractive industries may be accused 
of exploitation on the ground that they 
take higher profits. The United States 
Department of Commerce, in a useful 
study of “International Transactions of 
the U.S. 1940-46” (Economic Series, 
No. 65), shows that American invest- 
ments abroad returned the highest aver- 
age yield in the field of mining and 
metallurgy with 844%, next in oil ex- 


traction and refining with 5.6%, while 
the general average for manufacturing 
activities abroad was 44%. It must 
be noted however that the risks and 
responsibilities are much heavier in the 
primary industrial field. 

It may also be remarked that none 
of the above annual rates of return 
would be considered very high by the 
average native entrepreneur or trades- 
man in Eastern countries. To the or- 
dinary Asian money-lender, they would 
appear small indeed. One of the most 
widespread and dangerous errors, among 
the masses, is the supposition that it is 
normal for foreign enterprise in the 
East to draw rewards measured in 
hundreds per cent. The Chinese Com- 
munists encourage the workers to de- 
mand, besides high wages, “separation” 
and other allowances on a prohibitive 
scale. Are the Communist leaders pre- 
paring a noose for their own necks? 

For the workers, conditioned to think 
that capitalist concerns ought to have 
payrolls almost as_ big as their whole 
capital, will expect even more of State 
enterprises which are claimed to be 
more efficient ‘and to run for the bene- 
fit-of the workers. The only other 
logical explanations are that this is a 
measure of discrimination designed to 
drive out the foreign firms, or that the 
Communist leaders are carried help- 
lessly on by their following, or are 
cynically allowing such illusions to 
spread, being confident of imposing 
their own sort of discipline later. 


Another common fallacy is the be- 
lief that capital coming in large units 
necessarily leads to a more rapid or 
ruthless “exploitation” than that which 
enters in small units. There are real- 
ly two conceptions of exploitation in- 
volved. One is the idea of monopoly- 
power, which enables the big concern 
to impose high prices on the consumer, 
to force the labourers to work for less, 
to pursue arbitrary or dicriminatory 
courses, and even to put pressure on 
governments. ‘The other is the notion 
of the plundering of the basic resources, 
which the big firm is assumed to effect on 
a larger scale. Both monopoly pres- 
sure and the unscrupulous depletion of 
resources are real dangers; all the 
points in this connection are duly 
stressed in left-wing propaganda. But 
the indiscriminate use of all these points 
is typical of the essential naivete and 
misleadingness of the left-wing attitude. 
Though Communists frequently speak 
as if both these processes were going 
on at the same time, they are in reality 
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generally incompatible; for monopoly 
gains are made essentially by restric- 
tion, by setting supply somewhere short 
of demand, not by extracting the re- 
sources so rapidly as to flood the mar- 
kets. For conditions in which both 
courses could be pursued together, one 
must go back well over a hundred 
years—to a time when circumstances 
gave the merchant venturers from the 
West a natural monopoly. The early 
adventurers bore dire risks, from their 
Own point of view, but they were able 
to supplement their market advantage 
by using armed force, and even piracy. 
Times have changed; but the leftists, 
wishing to convince the people every- 
where that they are in the ignoble and 
oppressed situation of “colonies and 
semi-colonies,” strive unceasingly to 
paint the picture in the colours of a 
bygone age. 


The above are only instances of the 
confusion of thought and terminology 
which prevails. Examples could be 
multiplied, and volumes written in 
elucidation of them. Characteristic of 
Communist propaganda in particular is 
the desire always to “have it both 
ways”; or rather, since modern life is 
so complicated that there are usually 
more than two alternatives, to have it 
all ways at once. To take another ty- 
pical instance under the heading of “ex- 
ploitation,” the purposes of Imperialism 
are supposed to be: to develop market 
outlets for the home country’s produce, 
to get raw materials cheaply, and to 
find openings for industrial investment. 
Jn reality, of course, each one of these 
policies contradicts one or more of the 
pthers: sweated labour does not con- 
stitute a good commodity market, in- 
dustrial development militates against 
obtaining raw materials—and so on. 
‘The point needs to be made that minor 
instances are important. It is on mud- 
died thinking and muddled speaking 
about the minor aspects which arise at 
every point in daily life, that are built 
up the habits of confusion and emotion- 
alism which now threaten to make im- 
possible any fundamental solution of 
the major issues, and in the case of 
Asia particularly are rendering con- 
structive international collaboration in- 
ereasingly difficult. 


* * * 


Education is a long term solution. It 
is perhaps trite to say that education 
should be universalised, and made not 
enly to impart facts but to develop a 
eritical sense; or that it should devote 
more time to economics or civics, or 
teach them differently. It is perhaps 
atopian to imagine a world in which 
all newspaper reports on highly tech- 
nical subjects should be drafted by peo- 
‘ple who not only write clearly but also 
know the meaning of the terminology 
involved. It would be impractical or 
highly controversial to suggest the in- 
stitution of a democratic Censorate 
which would have no power in any way 
to, suppress or alter anything that was 
written, but could compel authors or 
editors to define specific terms or ex- 

lain apparent inconsistencies in their 
Tests The idea of a control which im- 
poses not deletion so much as further 
elucidation was one of the better fea- 
tures of the ancient Chinese Censorate; 


‘ 


in a modern context, the notion is per- 
haps worthy of the attention of Mr. 
Bernard Shaw. 

In this article, however, the only 
purpose of these remarks is to em- 
phasise the extent to which the con- 
fusion of terms and opinions has_ gone 
in the Far East, in making difficult the 
path of international understanding and 
co-operation. The difficulties in the 
path of a development policy for East- 
ern Asia (which must largely be based 
on foreign investment) are principally 
ideological. The practical difficulties 
would prove relatively small, if the 
present ideological friction could be re- 
moved by explanations and mutual 
concessions. The problem is unfortun- 
ately urgent, and cannot be left to long- 
term education and enlightenment. 


* * * 


If such speculations seem abstract or 
theoretical, let it be considered that 
some scheme of assistance for the non- 
Communist countries of Asia not mere- 
ly a military pact but also an economic 
commitment of the scale or kind of the 
European Marshall Plan, is an imme- 
diate possibility and is widely held to 
be indispensable for the economic and 
political salvation of the area. Psy- 
chologically or ideologically the ground 
is so ill prepared for such a venture 
that it would, at best, encounter great- 
er and more varied resistances than any 
which arose in Europe; at worst, it 
could disastrously intensify the present 
disruption and animosity. 

What is not generally realised is that 
the plan itself might be so constituted 
and presented as to point all the re- 
quired lessons, and could provide the 
practical framework within which all 
the participant populations could learn 
by actual experience the realistic an- 
swers to all present problems. In this 
lay the true realistic answers to all 
present problems. In this lay the true 
genius of the Marshall Plan; it was this 
that made it a great feat of statesman- 
ship. The main danger in Europe 
would have been the infringement of 
the sense of national sovereignty; the 
plan, by having each country work out 
its own needs and undertake direct 
disposal of the funds allocated to 
it, actually enhanced the standing of 
each state in this respect. By making all 
the participant nations meet together, in 
round table fashion, to work out not 
merely the details but the whole na- 
ture of the scheme, and continue so 
to work and meet in standing commit- 
tees which became supra-national bod- 
ies, the plan has brought the Europeans 
a degree of realist understanding of 
common problems and appreciation of 
each other’s difficulties, never before 
possible. By making ll allocations 
conditional, year by year, on concrete 
progress towards local independence 
from the dollar problem, it manifested 
the sincerity of its motives. Last but 
perhaps not least, the plan was well 
integrated with the work of other in- 
stitutions already in the field (Economic 
Commission for Europe, International 
Monetary Fund, World Bank, Bank of 
International Settlements, the inter- 
national bodies dealing with labour, 
shipping, fuel and power, reparations, 
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etc, etc)—all of which were able to 
continue ancillary functions. 


It would be futile, if not harmful, to 
attempt to reproduce the European 
scheme directly in Asia. It is not even 
a question of adaptation; something 
quite different is required. There are 
at least twq reasons why this is likely, 
if such a proposal becomes _ practical 
politics, to be duly realised. One is 
that the Marshall Plan is heavily tinged 
with the American belief in Federalism, 
an arrangement which seems so natur- 
al and practical to many Americans 
that they cannot see why Europe does 
not adopt it forthwith. The plan can- 
not fail to draw Western Europe in 
that direction. No one, in America or 
elsewhere, is likely however to con- 
sider the same pattern appropriate for 
Eastern Asia. The second reason is 
that it is well understood that the tech- 
nical needs are fundamentally differ- 
ent: if Europe requires “pump-prim- 
ing’ expenditure, or operating advances 
to a going concern, Asia’s principal need 
is for basic capital for fundamental 
development. 

The specific form which the propos- 
als might take may be more positively 
suggested in a subsequent article. The 
point which it is here desired to make 
is that any such scheme for Asia would 
have in its prospectus and constitu- 
tion, if it is to be anything so states- 
manlike and epoch-making as its Euro- 
pean precursor, to make equally clear 
its intentions. The signatories must, in 
the first place, be agreed as to the pur- 
poses of the scheme—notably on what 
is meant by ‘“investment”—otherwise 
they will always be at cross-purposes. 
The different kinds of investment should 
be clearly distinguished. Perhaps they 
might be scheduled into distinct cate- 
gories, according to their kinds and im- 
plications, and agreements made for 
each kind—as far as possible multila- 
terally, by as many countries as pos- 
sible. In these agreements, the inten- 
tions, the limits within which the al- 
location might be used, the expected 
benefits to both sides (lender or donor, 
and borrower or recipient), the possible 
dangers on either side, and the safe- 
guards provided for each party, should 
be explicitly stated and reciprocally 
accepted. Allthese documents should be 
in plain language, and made available 
to the whole public all over the world; 
in this respect also a good example was 
given by the European scheme. : 

Unless, on some such model, Interna- 
tional relations are placed on a better 
footing, the present state of division 
and suspicion may become chronic, col- 
laboration for contructive purposes re- 
main impossible, and public opinion be 
ruled mainly by fear and uncertainty. 
Incipient symptoms of this state of 
mind may be detected in the present 
mental confusion, the indiscriminate use 
of catchwords (of which “exploitation” 
has here been selected as an example), 
and the general prevalence of emotional 
reactions and ideological prejudices over 
simple commensense and realistic cal- 
culation. The need for combatting such 
confusions is immediate. The need for 
an overall plan, after Europe’s example, 
is urgent. Failing that, there is likely 
to be recourse to partial or regional 
plans, which may mean uneven develop- 
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ECONOMIC NEWS FROM THE UNITED STATES 


By E. Kann (Los Angeles) 


(Special to the Far Hastern Economic Review) 


Great Britain’s Economic Situation 


Since the end of World War II the 
United States have pumped over six 
billion of dollars into Great Britain 
and is now continuing at the rate of 
one billion a year. It is practically cer- 
tain that America never will get back 
a cent of this huge outlay. The tax- 
payers’ money may not even bring 
about the_ recovery for which this 
country spent it. Except perhaps in 
the form of priceless experience sub- 
sequent to revolutionary changes ini- 
tiated in England by its’ present 
Government. 

Mr. E. T. Leech, senior editor of the 
Pittsburgh Press (Scripps-Howard news- 
paper chain) recently undertook a 
lengthy tour of investigation and per- 
sonally collected a vast amount of data 
in Great Britain. Mr. Leech opines 
that nobody on earth has greater secur- 
ity than the British citizen. The state 
begins serving him when he is born 
and provides for his burial and his 
family after his death. Yet today, the 
same British citizen is one of the most 
insecure. 

Almost since World War I he has 
been compelled to live in a state of 
crisis, constantly having had to carry 
great burdens. Much of what he pro- 
duces—and virtually all of the best 
quality—is not for his own use, but for 
export abroad. The Englishman is the 
highest taxed individual. Great Bri- 
tain’s standard income tax rate is 9 
Shillings to the pound. An Englishman, 
making say $4,000 income a year with 
wife and two children pays $720 in- 
come tax, against $266 for an Ameri- 
ean of the analogous status. Since 
incomes work upward, taxes speedily 
take more than one-half, until they 
reach a total of 974%% in the upper 
levels. The well-to-do are thus being 
wiped. out. 

But aside from income taxes there 
are also considerable purchase taxes. 
Beer and. cigarettes, for which 
the Britisher disburses about 18% of 
his income, are the tax-collector’s best 
pals. Sales on many items are being 
taxed at rates ranging from 33% up to 
100% on luxury articles, 

The* planning and supervising of 
Britain’s economy and its side issues 
has brought about the employment of 
.2,000,000 people who are in public pay. 
This does not include those who man- 
age or work in the nationalized indus- 


‘ment, makeshift devices, and building 
with rotten materials. Such partial ar- 
rangements would be risky, though they 
might avoid total collapse. A passive or 
defensive attitude in the present situa- 
‘tion would seem however to mean at 
best an indefinite postponement of any 
“hopes of the economic development of 
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tries. Due to heavy government outlay 
the acquisition of a motor car, or a 
house, or even standard home-ap- 
pliances, is not within the realm of 
possibility of the average white collar 
middle-class man or the workman. 
Food remains scanty and is still being 
rationed. The call for more austerity 
actually is a synonym for doing with- 
out. 


Englishmen are constantly exhorted 
to work harder and bring more sacri- 
fices, writes Mr. Leech. He lives in a 
world of slogans and appeals, a demo- 
cratic substitute for the propaganda of 
dictatorships. In a world of crises, 
shortages, financial dilemmas and fast- 
changing regulations there are dim 
promises what the authorities will do 
for you. Undoubtedly very many 
benefits are being derived from govern- 
ment action in the way of free school- 
ing and an elaborate insurance system. 
Then there exists the much discussed 
national health plan, with medical and 
dental care, as well as medicines for 
everybody. Yet the all-giving British 
Government is going broke. And 
whenever the Government is insecure, 
there can be no talk of peoples’ 
security. 


Britain Besieged by Woes of Labour 


“Labour trouble is the great domestic 
problem of Britain’s Labour Govern- 
ment,” continues editor Leech in his 
resume. Labour (as a government) 
does not know what to do about labour 
(as unions). And neither have the 
authorities, nor the unions learned how 
to get along with labour in the role of 
employer in the large nationalized in- 
dustries. 


As union Officials, they are afraid of 
losing control over the union members. 
As government leaders they are fear- 
ful of the labour vote. And as business 
administrators they dread that labour 
demands will force them into greater 
financial losses and enhanced unsatis- 
factory service. In the same measure 
as unions get out of control of their 
elected officials, the position grows 
more chaotic. It endangers the econo- 
mic life of Britain by raising prices 
(which are already too elevated) and 
cutting down imports, on which the 
nation’s entire economy depends. Wild 
cat strikes, revolt against the leader- 
ship and violations of contracts are 
rather common occurrences. 


It is a wellknown fact that all of 
Great Britain’s nationalized industries 
are in financial difficulties. They are 
not paying concerns and they cannot 
supply the means with which to pay 
successive rounds of wage _ increases. 
In nationalizing the principal indus- 
tries the leaders obtained all the control 
and all the profit; but there were no 
profits and, instead, only losses. Bri- 
tain’s budget is balanced by tax re- 
venues. It does not obtain profits from 
state business; but it has to make up 
its losses, 
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Government managers have not any 
profits out of which to meet new union 
demands. Granting these would be 
tantamount to fresh price increases. In 
turn, this would further raise the very 
high cost of living and, in a vicious 
circle, would bring about new pressure 
for pay rises. Therefore the Trade 
Union Congress has had to decree a 
policy of no pay increases. Workers 
wages may even have to be reduced, in 
order to enable the country to compete 
in the world’s markets. And yet, the 
Government has to tap a program for 
taking over more lines of industry in 
order to join those in which they are 
already losing money and having labour 
woes. In this doleful situation the un- 
ions are getting rebellious against the 
no-pay-rise policy and threatening dis- 
astrous strikes. 


Britain Blames the United States for 
her Difficulties 


Socialist Britain dislikes capitalist 
America as a matter of principle, says 
Mr. Leech. They hate free enterprise 
and want to overthrow it. Government 
heads are careful not to stress this at 
a time when their country is asking 
for a $500,000,000 boost in this year’s 
Marshall Plan assistance. But in their 
appeals for home consumption they 
make no secret of it. Blame was ap- 
portioned to America for her high prices 
which were responsible, three years 
ago, for swallowing up the U.S. loan to 
England. But when prices sagged, 
America got blamed for being respon- 
sible for Britain’s “dollar shortage.” 
Great Britain cannot sell export cargo, 
because she is being undercut in com- 
petitive markets; and for this reason 
she cannot earn the _ $1,250,000,000 
needed for the acquisition of raw mate- 
rial procurable only with dollars. 


Yet, without the benefits of the Mar- 
shall aid rations in England would have 
to be cut still lower than they already 
are; raw material would be lacking to 
keep industry at its present level. The 
resume expresses the view that being 
without Marshall aid would have caus- 
ed the collapse of the Labour Govern- 
ment. One-fourth of the total sum 
spent last year under the Marshall Plan 
was given to Great Britain, namely 
$1,139,000,000. Last year’s food sub- 
sidies in England amounted to $2,000,- 
000,000; the English health plan cost 
about $1,500,000,000, and vast sums 
were needed for housing and making 
good the deficits emanating from na- 
tionalized enterprises. There is no 
doubt at all that England now is living 
far beyond her means; this is one rea- 
son why she must depend upon outside 
help. 


Seemingly there are no prospects that 
England can get on her feet by 1952, 
when the Marshall aid terminates. If 
the Labour Party can get re-election it 
has a long chain of complicated schemes 
on hand, meaning further nationaliza- 
tion; this will mean new burdens added 
to the present ones and further cause 
for high prices. 
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Barter Trade 


Nowadays, when the vocation of 
trading has become painfully difficult, 
it is interesting to learn of a successful 
barter arrangement, for which the 
following true story forms the back- 
ground. Six-year-old Bobby Haskell of 
Spokane looked longingly into a shop 
display of hunting knives with pearl- 
shell handles. He held up a tiny plas- 
tic toy animal before the shopkeeper, 
Don Simonson: “Will you trade this for 
one of those knives?” “No, the only 
thing I’ll take for the knife is your two 
front teeth,” joked Simonson. 

His mistake. A few days later two 
boys came back. One displayed a wide 
gap in his mouth and two front teeth 
in the palm of his hand. 

He got the knife. 


The Rubber Situation in the United 
States 


The American large rubber manufac- 
turing concerns are not doing too well. 
Goodrich has weathered its market test 
better than its four other competitors. 
In 1948 the large rubber concerns earn- 
ed practically as much is in 1946, From 
the hectic highs in that year Goodrich 
is now about one-third off, while Fire- 
stone and Goodyear are both down 
about 45%, and U.S. Rubber Co. lost 
55% in its share quotations. The last- 
mentioned, and also Firestone has been 
keeping down as regards market quo- 
tations. Goodrich’s advantage is the 
good margins of profit which the com- 
pany has been able to obtain, a point 
which cannot be conceded to the other 
rubber concerns. Goodrich has excel- 
lent management, strong research and 
broad diversification. 

The net earnings of B. F. Goodrich 
Co. for the first half of 1949 aggregate 
$8,910,000, equal to $6.02 a share. versus 
$11,023,000, or $7.64 per share. Present 
quotation $63.’ 

Here are results of some of the Am- 
erican rubber manufacturing companies: 

U.S. Rubber Co. reduced its dividend 


Recent Company Earnings in U.S.A. 


Philco 
American Woolen Co. 
Standard Oil of Ohio 
Electric Bond & Share 
Parke Davis & Co. 
Texaco 
Paramount Pictures 
Sinclair Oil Corpor 
Anaconda Copper Mining Co, ........ 
American Locomotive Co. 
Consolid. Natural Gas Co. ............ 
Alleghany Coe «deiner. tiie ern eeah ster 
Blaw Bnox Con i icakrsten ete aleietersterars 
United Carbon Co. 
American Tobacco Co. 
United Aircraft 
Stokeley Van Camp (12.m/s) 
Eastman Kodak 
Kaiser-Frazer (2nd quarter) 
Procter & Gamble Co. 
Burroughs Adding Machine Co. ...... 
Kennecott Copper 
20th Century Fox-Film 
Greyhound Corps. ....05 osiesiecs eas 00,0 
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Basic Conditions of Far Eastern Economy 


The countries of East Asia differ 
widely in race, language, religion and 
other aspects of culture. Politically, 
socially and economically, their deve- 
lopments are not of the same order. 
Yet homogeneity in the midst of diver- 
sity is apparent in all these countries; 
it lies in the predominance of agricul- 
tural production. This is the conclu- 
sion reached by United Nations De- 
partment of Economic Affairs (Econo- 
mic Commission for Asia and the Far 
East). 

Primary employment, as distinct from 
employment in secondary or tertiary 
industry, is still dominant in all coun- 
tries of the region. Even Japan is not 
an exception in this respect. Of the total 
LPT ET EE EE ETI) 


for the second quarter to 50 cents a 
share, compared with $1 for the pre- 
ceding three months, 

International Rubber Co. had a net 
loss for the first half of 1949 of $277,400, 
compared with a net loss of $122,700 
for the first semester of 1948. 

Goodyear Tire and Rubber Co. re- 
ports a net profit for the first 6 months 
of 1949 of $8,133,000, equal to $3.24 a 
common share, compared with $14,191,- 
000, or $6.16 a share, for the identical 
period of 1948. 


Better Business Outlook in U.S.A. 


While opinions remain strongly 
divided as to business in the near 
future, there are relevant voices ex- 
pressing confidence. Such views come 
also from Wall street. Certain indus- 
tries, like plumbing, electrical appli- 
ances, etc., definitely are selling less 
than last year. But the oil industry is 
looking forward to 10% higher sales 
during the second half of 1949, than 
for the preceding term, always provid- 
ed that winter is normal, and not too 
warm. The labour situation, however, 
admittedly looks threatening and is a 
disturbing factor of consequence. 


First half of 1949 First half of 1948 


per per 
Total Share Total Share 
$ 1,998,000 $ 1.08 $ 4,215,000 $ 2.68 
872,200 -.36 9,958,00 9.92 
7,510,000 1.97 13,834,000 3.81 
227,700 -.04 558,000 -.10 
5,225,000 1.07 4,661,000 -.95 
62,719,000 4.55 68,266,000 5.07 
13,475,000 2.06 13,570,000 1.96 
29,270,000 2.44 44,296,000 3.70 
18,006,000 2.08 25,994,000 3.— 
3,373,000 1.50 2,292,000 -.89 
10,294,000 3.14 10,611,000 3.34 
1,193,000 2,059,000 
1,953,000 1.38 1,793,000 1,33 
1,353,000 1.70 1,569,000 1.97 
21,951,000 3.79 15,432,000 2.58 
3,595,000 1.10 3,744,000 1.91 
2,980,000 2.34 2,520,000 1.97 
21,369,000 1.63 28,018,000 2.24 
-2,337,000 +3,916,000 -.85 
28,655,000 4.44 65,419,000 10.18 
4,656,000 -.93 6,338,000 1,27 
23,293,000 2.15 48,267,000 4.46 
5,696,000 1.95 6,895,000 2.37 
3,306,000 -.33 4,374,000 -.46 


population gainfully employed in Japan 
in 1947, 52 per cent were in agriculture, 
as compared with 22 per cent in manu- 
facturing, and 7 per cent in trade and 
commerce, In other Far Eastern coun- 
tries the proportion of population gain- 
fully employed in agriculture was much 
greater, being 89 per cent for Siam, 73 
per cent for Korea, 70 per cent for 
Burma, 69 per cent for the Philippines 
and 61 per cent for Malaya; the propor- 
tions gainfully employed in manufac- 
turing were respectively only 2 per cent, 
7 per cent, 11 per cent, 11 per cent and 
12 per cent. This predominance of 
agriculture in Asian countries is in 
striking contrast to the industrially ad- 
vanced countries such as Great Britain, 
the United States, Germany and France, 
where the proportions of gainfully em- 
ployed population in agriculture were 
respectively 6 per cent (1931), 17 per 
cent (1940), 26 per cent (1939) and 36 
per cent (1931). 

Agriculture in Asian countries is a 
precarious occupation, not only because 
it is dependent on nature but also be- 
cause in many countries, especially in 
South-east Asia, the crops grown are 
limited in variety, catering for export 
rather than for home consumption. 
Three countries have over 70 per cent 
of their total acreage under rice, name- 
ly, Siam with 94 per cent (1937-38) In- 
dochina with 83 per cent (1937) and 
Burma with 72 per cent (1940-41). 
Other countries in South-east Asia also 
have a high percentage of acreage de- 
voted to crops produced largely for ex- 
port, such as coconut, tea, sugar cane, 
abaca and rubber. 


The dominant position of agriculture, 
coupled with the lack of diversified 
agricultural production, renders the 
economy of some countries of the region 
vulnerable. As shown by the experi- 
ence of the interwar yeait, the prices 
of primary products such as rubber, tea, 
silk, are subject to wide fluctuations. A 
small excess in supply over demand 
may easily depress prices considerably. 
Not only in times of depression did the 
terms of trade turn against the coun- 
tries exporting these primary products, 
but even in years of world-wide short- 
age some countries engaged in primary 
production are found to be in an un- 
favourable situation as the prices of 
their products have not risen as steeply 
as those of their principal imports, not-- 
ably textiles and foodstuffs. The situa- 
tion has been made worse by the emer-- 
gence of synthetic products which com- 
pete successfully with natural products. 
such as rubber and silk. 


Although the Far East is predomin- 
antly agricultural, some countries, not- 
ably China, Malaya, and also Japan, are 
at present suffering from food deficits: 
The situation is in some cases new, and 
arises basically from the pressure of 
population on land in the countries con- 
cerned. In the last few years, it has 
been accentuated by the fall in produc- 
tion of the rice-surplus countries and by 
difficulties in securing freely convertible 
foreign exchange for the import of food 
from other areas. This new situation. 
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brings out the inherent weakness in 
some countries of undue concentration 
on primary production for export. 


* * * 


Basic industrial resources, such as 
coal, petroleum, iron-ore and hydro- 
electric sites, exist in varying degrees. 
Although knowledge is inadequate, re- 
serves of basic minerals are known to be 
substantial. Development and _ utiliza- 
tion, however, have been slow, and re- 
sources remain for the most part un- 
exploited. 

Against the large coal reserves, pro- 
duction has been relatively small. 
Mechanization of coal-mines has made 
little progress, and mining is carried on 
mainly by labour. Many deposits have 
not been developed at all. Estimated 
reserves of petroleum are small. Large 
parts have been inadequately explored 
for petroleum. The largest known re- 
serves and the greatest production of 
petroleum are in Indonesia. Petroleum 
resources of Burma and Brunei are also 
substantial. Although little production 
has taken place it is believed that re- 
serves exist in China. Petroleum is 
also produced in smaller volume in 
Japan. lIron-ore reserves are consider- 
able, and exist in a number of countries. 
China has the largest known reserve. 
The Philippines and Malaya also have 
rich deposits which were formerly ex- 
ploited for export to Japan. Except in 
China, and to a much lesser extent in 
Japan, coking coal and iron-ore deposits 
in close proximity have not yet been 
discovered in other countries. Known 
coking coal reserves are not widely dis- 
tributed and this handicaps the greater 
exploitation of iron-ore resources. 
Total potential hydroelectric power re- 
sources of Far Eastern countries are 
substantial, but the installed capacity is 
only a fraction of the potential. Japan 
‘alone has by far the greatest installed 
capacity. 


* » * 


Another characteristic of East Asian 
economy is its extremely low produc- 
tivity; this arises from a number of 
factors, social, political and economic. 
Among the economic factors the more 
important are the predominance of agri- 
‘cultural production along traditional 
lines and the extremely limited use of 
mechanical power as a source of energy. 

Despite the fact that agricultural pro- 
duction along traditional lines in East 
Asian countries calls for the employ- 
ment of a much higher proportion of 
local population than is required in 
more industrialised nations, the yield 
per area unit is much lower than in the 
latter. This is illustrated by the com- 
parative yields for the three principal 
Asian crops, namely, rice, wheat and 
‘raw cotton. The 1946 wheat yield in 
quintals per hectare, 10.5 in China Pro- 
per, 10.2 in Japan, 7.5 in Korea com- 
‘pared poorly with 11.6 in the United 
‘States. The highest wheat yield in East 
Asian countries (10.5 quintals per hec- 
tare for China), was less than one-third 
of the highest yield in European coun- 
tries (33.1 quintals per hectare for Den- 
mark). The rice yield per hectare, 25.2 
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in China Proper, 20.4 in Korea, com- 
pared poorly with that in Italy (38.5) or 
Spain (42.6), mainly because of exten- 
sion of rice production to inferior and 
inadequately irrigated soils. Japan, 
however, reached a yield of 36.9 quin- 
tals per hectare. Similarly, the 1946 
cotton yield per hectare, 2.2 quintals in 
China was lower than that for the Unit- 
ed States (2.6), Mexico (2.7) or the 
Union of Soviet Socialist- Republics 
(3.7). This great disparity in crop 
yields between Far Eastern and other 
countries arises partly from differences 
in soil and climate and partly from 
other factors, of which perhaps the out- 
standing one is the comparative applica- 
tion of labour and capital. Broadly 
speaking, whereas Far Eastern agricul- 
ture has a high labour intensity, Euro- 
peon and North American agriculture 
has a high capital intensity. 

The intensive application of labour to 
agricultural production results in low 
productivity of farm labour. China’s 
average production of grain-equivalent 
per man-equivalent for a sample of 168 
localities is 1,400 kilogrammes, or about 
one-fourteenth of the average of 20,000 
kilogrammes for the United States. 
This low production in China per man- 
equivalent is the real reason for the low 
standard of living as compared with the 
United States. It also explains why 
one-quarter of the total population who 
are on farms in the United States can 
provide more agricultural products per 
capita than can three-quarters of the 
total population of China. 

Among other factors responsible for 
low productivity in the region are lack 
of savings to develop improved techni- 
ques, wasteful systems of land tenure 
(including fragmentation of holdings), 
and social customs affecting land utili- 
zation (e.g., grave-land in China). 


me * * 


The pressure of population on land 
has always been acute in the Far Eust, 
especially in China, parts of South-east 
Asia, and also in Japan and Korea. 
Despite the high mortality rate, the rate 
of natural increase, which in some 
coountries is as high as 1.5 per cent per 
annum, has been maintained by a high 
fertility-rate. In countries where mo- 
dern improvements in public health and 
sanitation have been introduced in the 
wake of industrialisation, there has 
been a decline in the death-rate without 
as yet a corresponding reduction in the 
birth-rate. Unlike the surplus of popu- 
lation, following European industrialisa- 
tion in the nineteenth century, which 
was able to migrate on a large scale to 
the American continent, the increasing 
population of the Far East has not been 
able to find an adequate outlet in new 
lands. The pressure of population on 
land in the region has thus become in- 
creasingly acute as modern science and 
technology have been applied. Even in 
Japan, where before 1940 the expanding 
industrial economy was able to absorb 
a rapid population increase in’ urban 
areas and to prevent the development 
of excessive population density on the 
land, the previously decling trend of the 
birth-rate has, since 1940, been at least 
temporarily arrested while the death- 
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rate has further declined; so that the 
rate of natural increase has reached a 
high level. Moreover, the increase in 
Japan’s population has been heavily re- 
inforced by the repatriation of Japanese 
nationals from overseas. 

The average density of 100 to 200 
persons per square -kilometre in most 
countries of the Far East, which with 
the exception of Japan are still agricul- 
tural, is high even in comparison with 
industrialised countries. For example, 
the average density in 1947 for the 
USSR was only 9, for the US 18, and 
for France 73. Yet avetage density 
per unit of area often tends to under- 
estimate the pressure of population, as 
the proportion of cultivated lands to 
total area may vary considerably, e.g., 
from 8 per cent for Indochina to 79 per 
cent for Japan. The population den- 
sity in terms of cultivated area there- 
fore tends to be much higher than that 
in terms of total area. For Taiwan it 
is as high as 645, for the Philippines 494, 
Java and Madura 452, Indochina 451, 
Chian Proper 425, Siam 347, Federation 
of Malaya and Singapore 290, Manchu- 
ria 245, and Burma 240. In Japan the 


equivalent figure is 1,300, while in 
Korea it is 629. 
* * 
The four main. characteristics of 


Asian economy outlined above point to 
one inevitable result, poverty. The in- 
creased wealth of the nineteenth and 
twentieth centuries has been highly 
concentrated in a few countries, and 
only a small proportion of it has been 
created in countries of the Far East. 
As summed up by one writer, “the 
United States, Great Britain, France and 
Germany, representing 13 per cent of 
the world’s population, owned almost 50 
per cent of the world’s goods, and more 
than two-thirds of the world’s income 
was reserved for less than one-third of 
the world’s population.” 

When there is pressure of population 
on the means of subsistence, poverty 
tends to be self-perpetuating. The food 
available per head of population is little 
more than is necessary for mere main- 
tenance, sometimes even a little less. 
There is no source of energy for more 
active work in the present and no mar- 
gin for saving from which capital can 
be accumulated to assist production in 
the future. It is only when the avail- 
able calories per head of population 
substantially exceed 2,000 per day that 
economic progress can be expected. A 
marked development of energy and ac- 
cumulation of capital can hardly be ex- 
pected till a level of 3,000 calories per 
head per day is attained. So long as 
the growth of population keeps pace 
with the growth of production in the 
Far East there can be no adequate in- 
crease in the rate of saving, the ac- 
cumulation of capital or the produc- 
tivity of the individual. But if ever the 
rate of increase of production outstrips 
the rate of increase of population, sav- 
ings may begin to accumulate and 
capital resources to grow more rapidly 
in each successive period. 

A rough indication of the relative 
poverty of the region may be obtained 
from national income statistics; esti- 
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Exchange and Financial Markets 
US$ Market gold trade, the off-take of US$ will 
slow down. At the same time the 


Japan account US$ was in very 
strong demand and exceeded TT New 
York prices by about 25%. Most 
business was done around $7.30 but 
rates of 7.50 to 7.70 were quoted. It 
appears difficult to understand how 
imports from Japan can be paid for at 
such extravagant prices, however, 
Hongkong-Japan trade is a matter of 
complicated exchange operations in 
which exports are sold below cost only 
to obtain a credit in Tokyo which can 
be fully or partly transferred to an 
importer who has to make up for the 
original loss of the exporter’s deal. 

Hongkong Govt (S&D Dept.) was 

obliged, on account of lower earnings 
from export proceeds and services, to 
curtail its usual monthly allocations to 
approved importers; quite a few im- 
porters who succeeded, by various 
methods, to get on the allocation list— 
although many obtained only a few 
thousand US$ per month which was of 
little if any use to order goods from 
Japan—have been in the habit of sell- 
ing their allocation to other importers 
or brokers, making a profit (if one can 
so describe such adventitious emolu- 
ments) of HK$3 to 3.50 per each allo- 
cated US$ in Japan account. (Official 
medium rate per US$1 is HK$4, last 
fortnight’s average rate for free mar- 
aoe account US$ was HK$7 to 
7%). 
It is doubtful whether increased ex- 
ports to Japan could bring down the 
current excessive premium for the 
US$ in Hongkong-SCAP trade ac- 
count; demand for Japanese goods is 
high and is bound to increase as over- 
seas merchants make more use of 
Hongkong as an entrepot for Japan 
trade, seeing that, although very ex- 
pensive, there is at least a possibility 
to get Japanese merchandise. In the 
end it will probably be found to be 
most helpful for the commercial in- 
terests of Hongkong to waive the pre- 
sent restriction on payment to Japan- 
ese exporters and to permit -the trans- 
fer of free funds in the US to Japan. 
SCAP is agreeable to this payment 
procedure and does not insist on pay- 
ments only to be made from the two- 
way account. 

The open market of US$ was last 
week dropping and the outlook for a 
steadier rate is not favourable. Sup- 
ply at present exceeds demand and 
this situation may last for some time. 
The most important factor for the de- 
termination of the local open US$ rate 
has been the gold import market and 
as new gold buying contracts are few 
these days while prospects of the near 
future are rather discouraging for the 


mates of per capita income for selected 
countries in terms of 1946 U.S. dollars 
were as follow: Philippines $88, Indo- 
nesia $35 and China $23; the equivalent 
figure for Japan was put at less than 
$100. By comparison the per capita 
income of the United States in 1946 was 
$1,269 and that of the United Kingdom 
£165 or about $660. 


very large funds of US$ held here in 
form of US notes and credits in banks 
in the US—possessors being mostly 
Shanghai and other China flight capi- 
talists — form an always ready and 
often very eager source of supply. If 
rates drop some US$ holders may be- 
come restless and start selling thus 
causing further decline until local 
cross rates will exceed overseas free 
exchange markets (e.g. New York, 


Zurich, Milan, Paris) and arbitrage 
Operations will set in to correct the 
disequilibrium in rates. At present 


differences in local and overseas cross- 
rates are narrowing; last week busi- 
ness in area account sterling was done 
between US$ 2.70 and 2.75 both in the 
US and in a number of European mar- 
kets, while Hongkong registered cross 
rates (at the banks’ selling rate for TT 
Penden of 1/2-13/16) of US$ 2.64— 
_ Highest & lowest rates of last week, 
in HK$ per US$ 100:—US notes 619— 
597%, DD 612—596, TT 613—597% 
(corresponding to crosses, at the 
parity, of US$ 2.61—2.68, and at the 
ory selling price for sterling, of 2.64 

The devaluation of sterling remains 
nothing but wishful thinking by inter- 
ested circles; all American pressure 
has so far led to exactly nothing. It is 
most unlikely that the forthcoming 
British-Canadian-US financial parley 
will lead to a decision regarding the 
devaluation of sterling or, for that 
matter, any other currency. Although 
currency matters are to be discussed 
by the World Bank and the IMF, the 
real decisions are made by the British 
and American governments. The uni- 
fied approach of these two govern- 
ments to all problems is essential and 
it cannot therefore be conceived that 
the question of over- or undervaluation 
of sterling should bring about a split 
between these two governments. The 
local market seems to have come to 
the conclusion that sterling devalua- 
tion while in itself always a possibility 
is still too premature a subject to in- 
fluence day-to-day business and specu- 
lative considerations. 

Turnover of last week was in the 
unofficial market US$ 1% million (TT 
1 million, DD‘ and notes %m.). 

Overseas Chinese remittances in- 
creased in number and amount as the 
mid-autumn festival was approaching 
(October 6). Bangkok was abstaining 
from sales which was caused, first, by 
the lower local rates (the levelling 
down of differences in the local and 
the Bangkok unofficial sterling rates) 
and, secondly, by some flight of capital 
from Hongkong to Bangkok (Shanghai 
millionaires moving a little further 
south feeling uncomfortable about the 
situation in Kwangtung and the ever- 
victorious People’s Liberation army). 
Manila sellers were also holding off or 
otherwise their funds had run out. 
Demand from _ gold importers was 
small, merchants were inactive after 
having made previously considerable 
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purchases of US$. It was considered: 
significant that a number of buil 
speculators were liquidating their 
positions while others sold when the 
market showed umnsteadiness after the 


middle of last week. 


Gold Markets 


In terms of US$ local gold prices 
have come down, at last, to a more 
reasonable level but they are still, 
largely on account of the Macao import’ 
duty and the extraordinary fee 
squeezed by the quasi-monopoly in: 
Macao out of the bullion trade—ie. 
eventually the buying public—some 
10% higher than elsewhere in Euro- 
pean and American free gold markets. 
China as a buyer is now of less im- 
portance and the present trend _ is: 
actually the other way; many holders: 
in Canton have sent their gold to the: 
Colony, part of which is for safekeep— 
ing and part for sale. Imports into. 
Macao continue but on a much reduced. 
scale as present outlets are mostly in 
other parts of the Far East which, 
compared to China during the period of 
planned inflation by the KMT regime, 
are absorbing only small lots. How- 
ever, transhipments to India (from 
Macao via other S.E. Asian ports) seem: 
to have been pushed these days. 
Large re-exports of gold from Macao 
no longer go to Kwangtung, direct or 
via Hongkong, but are dispatched to. 
Indochina, Siam, Malaya, Burma and 
eventually to India. 


With the impending change-over of 
power in Kwangtung the bullion trade 
is bound to cease; there will of course 
continue jewellery business but the 
hoarding of gold will, as has been 
observed in Shanghai and North China 
after their passing under Communist 
control, cease and a slow process of 
gold disinvestment, especially by mer-. 
chants and businessmen_ generally, 
should set in. To judge by the ex- 
perience of Shanghailanders during 
recent weeks a future gold market in 
Communist controlled South China 
should have no appeal for the people 
as long as the currency is stable and 
cost of living is well regulated. Hedg- 
ing against inflation was the principal 
reason for the buying of gold but as 
the new regime appear to have the 
economic situation well in hand and the 
public is co-operating with the incom- 
ing authorities there should no longer 
be any incentive for the Chinese to 
indulge in gold hoarding. The Macao 
gold boom is nearing its end and if not. 
for bullion dealers’ rather successful 
searches for the opening of new mar- 
kets, where gold imports are an illicit 
business, the imports into Macao would. 
have already ceased. : 


The decline in last week’s prices was. 
mainly due to the heavy trading stocks 
here (295,000 taels) and in Macao. 
(100,000 taels); loss of confidence by 
important overbought speculators who. 
had to abandon hope for both an official 
raise in the US Treasury fixed gold: 
buying price and the devaluation of 
sterling; the continued inflow of gold 
from Canton. 
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Highest and lowest prices of last week 
per Hongping tael of .945 fineness: 
$35334-$33014 (equivalents of $370.60- 
$346% per .99 fine tael, or cross rates 
per oz. of US$ 50% high, 48 low). 
Dealers pay in the market usually $19 
on top of the price for the .945 fine 
bars to obtain .99 fine bars; this price 
is somewhat in excess of the actual 
premium for .99 fine bars but it is 
justified by dealers on grounds of 
shortage of stock of such bars needed 
both by authorised jewellers and by the 
exporters, 

Overseas bullion brokers offered cif 
port of shipment from US$4334 to 44% 
but few new contracts were entered 
into. Prices are therefore bound to 
recede as Hongkong and Macao are the 
main buyers and reduced local demand 
will strongly influence a downward 
trend in foreign gold markets (bullion 
sellers). In Macao (and at the licence 
peddling local one or two native banks) 
the ‘ready made licence fee’ was still 
about $84 per oz, which fee includes 
the Macao government import duty of 
2 patacas (about HK$2.60) “per oz. 


Trading Reports 


Monday, August 22:—Opening and 
closing rates $352-351. On the fictitious 
forward market the change over 
favoured sellers at the interest rate of 
53 cents per tael of .945 fine per day. 
Throughout the week, the change over 
rates remained in favour of sellers. 
Continuous arrivals in Macao and 
heavy imports from Canton eased the 
local market. The highest rate of the 
week 353.75 was transacted in the early 

_ session. 

Tuesday, August 23:—Opening and 
closing 350-344.50. Change over 19 
cents. Lower Manila offering prices, 
reported to be US$40 per ounce, pulled 
the rates down. 


Wednesday, August 24:—Opening and 
closing 346-340. Change over 52 cents. 
Continuous imports from Canton and 
heavy speculative selling; market weak. 


Thursday, August 25:—Opening and 
closing 342-333.50. Change over 20 
cents. That raising of world gold 
prices was not considered by the US 
and Britain was not to devalue sterling, 
caused speculators to unload. 


Friday, August 26:—Opening and 
closing 337-332.75. Change over 13 
cents. Central Bank of China sold 
heavily in Canton which indirectly 
caused the local market to decline. 
Lowest of the week, 330.50, was 
reached. 


HONGKONG OPEN 
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Tradings, Positions and Cash Bars:— 


Official tradings amounted to 145,000 
taels. No unofficial business was re- 
cordéd. Daily average was 29,C°0 taels. 

Positions left open about 132,000 taels 
per day, in which interest hedging for- 
ward operators, gold importers and 
Canton operators were oversold; Shang- 
hai and Swatow operators overbought. 
Cash bars turned over officially 10,160 
taels, and unofficially about 12,000 taels, 
totalling 22,160 taels. 
Stock 


Imports, Exports, and Con- 


sumption :— 


Imports from Macao during the week 
totalled about 9,000 taels, and from 
Canton about 10,000 taels, making a 
total of about 19,000 taels. Exports 
totalled over 11,000 taels, of which 
55,000 taels shipped to Bangkok, 4,000 
taels to Singapore, and 1,500 taels to 
Haiphong. Ready delivery stocks, in- 
cluding those mortgaged to the banks 
and holdings by importers, amounted to 
about 295,000 taels. Bars of .945 fine 
were increasing, stock of .99 fine bars 
dropped. Macao stamped bars (said to 
be only .98 + fine) increased. Canton 
imports were all such bars. About 
10,000 taels changed hands by interest 
hedging forward operators, and only a 
little over 1,000 taels melted for local 
ornamental requirements. 


Silver Markets 


During the week under review the 
highest and lowest prices of silver in 
bars were $4.40—4.30 per tael, Hong- 
kong and mixed Dollar coins $3.30— 
3.00 per coin, Chinese Dollar coins 
$3.50—3.00 per coin, and twenty-cents 
coins 2.90—2.75 per five coins. 

Fluctuations were again within nar- 
row limits. Business transacted local- 
ly totalled about 160,000 taels in 
weight. In Canton, business was 
transacted at a very large volume, 
estimated over 8 million taels. This 
was due to purchases of the Central 
Bank of China for redemption of silver 
certificates. Hongkong, Mexican and 
Australian silver dollars were quoted 
about the same as the Chinese “sail- 
ing-boat” dollars. The racket of charg- 
ing a premium for Chinese minted 
coins has now come to its end. Again, 
the unsuspecting people, mostly far- 
mers, have been soaked, good and pro- 
per during many months now when a 
coin with the ‘big head’ (ex-emperor 


Yuan Shih-kai) commanded a high 
premium over foreign silver coins 
which contained the same if not a 


higher percentage of pure silver. 


MARKET RATES 


per US$100 


Notes Drafts Pe 
August High Low High Low High Low 
OBR ae AR SRG CERRO D 6.19 6.1212 6.12 6.091% 6.13 6.11 
CE Name at tts pean acon 6.17% 6.11 6.11% 6.08 6.12 6.09% 
7A es Annies: Garren 6.15 6.0442 6.08 6.03 6.10 6.04 
25 SPs Bs a 6.10% 6.024 6.05 6.00 6.06 6.01 
Ge rds eerie siete 6.08% 5.97% 6.03 5.96 6.05 5.97% 


27 Holiday: Confucius’ Birthday. 


Trading stocks in ‘the local market 
as well as hoards of flight capitalists 
from Canton are on the increase, ~-Ex- 
ports at reduced prices may again be- 
come possible. World market prices 
remain unchanged; 713% US cents in 
New York and 44%d. in London. 


Unofficial Exchange Rates 


Piastre forward sales quoted from 
$12.55 to 18.10, spot bank notes from 
$12.40 to 12.60. Nica guilders from 
$29 to 293. Baht notes steady at $264 
(per 100 currency units). 

Bank ot England notes had buyers 
from $16.10 to 163; business in New 
York was much reduced and prices 
paid there below UiS$2.80. Australian 
pound notes (larger denominations) 
ranged from $12.60 to 12.80. Canadian 
dollars were neglected, with small busi- 
ness done from $5.50 to 5.65. Malayan 
dollars from  $1.844 to 1.85. Indian 
rupees were receding in price, quoting 
from $1.18 to 1.19. Burmese _ rupees 
fell drastically and were quoted frorh 
$0.71 to 0.77 Ceylon rupees were also 
weak at $0.97 to 0.98. Philippine pesos 
moved in sympathy with the declining 
US$ price, from $2.88 to 2.97. 

All bank note markets were weak; 
more sellers than buyers all-round. 


Chinese Exchange Markets 


Exchange with Shanghai and 

Tientsin:— 

Commercial transactions with Tientsin 
increased but practically all was on 
barter, therefore remittances were 
small and confined to persona] purposes 
only. 

Gold and US$ turnover with Shang- 
hai increased two to three times in 
comparison with the week before. 
Total business amounted to 3,000 taels 
of gold and US$140,000. These remit- 
tances were due to the anticipated suc- 
cess of commercial revival of that port. 
Rates were 930 to 940 in Hongkong for 
1000 in Shanghai for gold; and 840 to 
860 to 1000 for US$. If the blockade 
could be broken, the discount would 
soon disappear. 

Exchange with Canton:— 

Rates were 1001 to 1004 in Hong- 
kong for 1000 in Canton. All business 
was in Hongkong currency. Turnover 
about HK$1,500,000. Some 1,200 taels 
of gold remittances were done during 
the week and quoted at 970 to 980 in 
Hongkong for 1000 in Canton. The 
back flow of the HK currency has 
ceased and the flight of gold from 
Canton was stepped up. 

The ban imposed by the Canton 
government on the circulation of for- 
eign currencies still holds good—on 
paper. It was decreed on August 3 
but has never been enforced. The 
possession of foreign currencies is per- 
mitted. The silver dollar certificate 
and the coin are the sole legal tender 
but the public has ignored this ruling. 
Hongkong currency is, in fact, the 
popular tender of Kwangtung. The 
payment of public debts, taxes, con- 
ducting of financial and commercial 
business as well as the making of basie 
price calculations should be in silver 
dollars. The Canton government has 
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however no intention to enforce at this 
late hour regulations which would, if 
enforceable at all, arouse more public 
indignation and result only in a more 
cordial welcome when the _ People’s 
Liberation army finally marches into 
the pruvincial capital. ‘ 


Exchange with Swatow:— 


Business was done at rates of 1005 
to 1010 in Hongkong for’ 1000 in 
Swatow. All business in HK$. Total 


turnover around HK$750,000. 


Exchange with Amoy:— 

As the People’s Army came nearer, 
merchants were all busy to prepare for 
removal. Business was very small, 
totalled only about US$60,000, and 
rates were at par. HK$ rates were 
quoted at 1010 in Hongkong for 1000 
in Amoy. 


Silver Certificates :— 

Value of these certificates continued 
to be maintained at about 2 to 3 per 
cent below the hard coins (‘‘Sailing- 
oat” silver dollars). Central Bank 
sold more than 8,000 taels of gold to 
buy back these certificates. The total 
issue of these certificates at one time 
reached 10 million, but was recently 
reduced to about 6 million. Although 
the Central Bank of China in Kweilin 
continued to redeem these certificates 
at par, the public there only accepted 
them at 15 to 20 per cent discount. 


Financial Conditions in Formosa 


The financial reform in Formosa has 
been a success with stable foreign ex- 
change and gold rates and a moderately 
increased cost of living. It is now two 
and half months that the ‘gold yuan’ 
was abandoned and with it the old 
Taiwan yuan, and in its stead was in- 
troduced a new Taiwan yuan linked to 
the US$. At the same time trade be- 
tween Taiwan and foreign countries 
is expanding although a large volume 
of it is managed by official corporations 
and some privileged Chinese from the 
mainland. The native Formosans com- 
plain about this usurpation of trade, 
as of all other national activities, by the 
mainland Chinese however the profit 
from foreign trade is shared by the na- 
tive population as well. By the political 
opponents of the KMT regime in Tai- 
wan and all the Formosan independence 
advocates the present financial stability 
in the Island is viewed with concern as 
public discontent with the masters from 
China is no longer very pronounced. 

Gold prices have remained steady; 
prior to the currency reform one oz sold 
at old Taiwan yuan 16 million (June 
13) and since then the price moved be- 
tween 14 to 15 million. One US$ quot- 
ed on June 13 old Taiwan yuan 240,000 
and since then has been moving be- 
tween 218,000 to 240,000. Hongkong 
currency was quoted before the reform 
at T. yuan 39,000 and since then has 
remained on almost the same level. 

In terms of foreign exchange cost of 
living has gone un in Taiwan during the 
last 2 months but it is still lower than 
in Hongkong. There is a slow tendency 
for an appreciation of gold and for- 
eign exchange unless the Taiwan gov- 
ernment can reverse the upward com- 
modity price spiral. The bank note 
issue of the Bank of Taiwan is already 


Hongkong Stock & Share Market 


There is no change in the depressed 
state of business at the stock market. 
Prices are receding all over the 
board. Buying interest is small even 
at current prices, high earnings, good 
working prospects, excellent yields. 
Sellers are still in evidence at present. 
record low quotations. That some 
$1%% million worth of business was 
registered last week at very low rates 
signifies either despondency on the 
part of some small or medium hold- 
ers or money shortage of merchants; 
probably both. 


It appears almost a superhuman 
task for brokers to persuade clients 
these days to sink some of their idle 
funds into share investment. The in- 
terested public is by now well con- 
versant with the arguments favouring 
investment at current rates but the 
feeling of uneasiness about the future 
of Hongkong — which is always at 
the bottom of prospective clients’ re- 
fusal to enter the market — re- 
mains strong and thus prevents an 
upward trend in the sharemarket. To 
change this sentiment at the present 
moment is difficult if not impossible. 
Many wealthy holders have slowly 
disposed of their local shares and 
either piled up bank deposits here or 
sent their funds abroad, mostly the 
US, for new investments. The un- 
realistically high unofficial TT New 
York rate was disregarded by such 
Hongkong flight capitalists who were 


considerably in excess of the stipulated 
maximum of 200 million and the au- 
thorities cannot resist the old but fatal 
temptation to pump paper money. into 
the public. No official release has as 
yet borne out the contention that the 
actual circulation of Taiwan yen is now 
around 800 million; without raising of 
the productivity of the Island and great 
advance in Taiwan’s trade an increase 
in note circulation may eventually cause 
the loss of confidence of the public in 
the stability of the US$-linked new 
Taiwan money. Up to now, the finan- 
cial authorities and the management of 
the Bank of Taiwan have however ac- 
quitted themselves rather well in the 
eyes of the community. Anxiety is 
nevertheless felt about the future see- 
ing that on the mainland the KMT have 
been badly beaten during recent weeks 
and that US “‘support—other than re- 
sulting from formerly granted donations 
—is now being withheld. 
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STERLING TRANSFERS 
1. American Account Countries 


Intertransfers permitted 

U.S.A., Philippine Islands, U.S.A. 
Dependencies, Bolivia, Colombia, Costa 
Rica, Cuba, Dominican Republic, Ecua- 
dor, Guatemala, Haiti, Honduras, Mexi- 
co, Nicaragua, Panama, Salvador, and 
Venezuela. ° 
2. Transferable Account Countries 

Intertransfers permitted from ac- 
counts designated as transferable. 

Anglo-Egyptian Sudan, Chile, Cze- 
choslovakia, Dutch Monetary Area, 


anxious to keep their savings—or, in 
the case of so many of our recent im- 
migrants from the north, their loot— 
absolutely safe. 

The inference from flight of capital 
from this Colony cannot be escaped: 
it is, mostly on the part of Chinese re- 
fugees from Shanghai, a distinct lack 
of confidence in the security of Hong- 
kong. The old resident here has 
never acted like that; he maintains 
his position in Hongkong which is his 
home and never showed any signs of 
apprehension about the future. In 
contradistinction to the behaviour, 
opinions and actions of especially the 
latest batch of Chinese immigrants, 
local residents irrespective of nation- 
ality and race have not wavered in 
their confidence in the preservation 
of Hongkong as a British colony. 
Those who possess. shares in local 
public companies have seen a con- 
siderable part of the former market 
value of their holdings disappear and 
they have shown much concern about 
it. However, few of these holders have 
sold as they realised that their invest- 
ments were fundamentally sound and 
profitable and that the selling pres- 
sure, from outports and from mostly 
non-resident persons in the Colony, 
was entirely fear-inspired and not 
based on any rational financial con- 
siderations. 

Nobody will deny that the earnings 
of local public companies are not most 
satisfactory, in many cases even too 


Egypt, Ethiopia, Finland, Iran, Italy, 
Norway, Poland, Siam, Spanish Mone- 
tary Area, Sweden, and Union of Soviet 
Socialist Publics. 

3. Other Countries. 

Intertransfers subject to Exchange 
Control authorisation. 

Albania, Afghanistan, Cyrenaica, Eri- 
trea, Liberia, Libya, Nepal, Saudi 
Arabia, Southern Korea, Yemen. 

4. Scheduled Territories 

Intertransfers permitted. Some limi- 


tations imposed by local Controls in 
Australia, Fiji, Hongkong, India and 
Pakistan. 


The British Empire (except Canada), 
British Mandated Territories of Camer- 
oons, Nauru, New Guinea, South West 
Africa, Tanganyika, Togoland and 
Western Samoa, British Protectorates 
and Protected States, Burma, Iraq, 
Iceland. 

5. Bilateral Countries 

Intertransfers subject to Exchange 
Control authorisation. 

Argentina, Austria, Belgian Monetary 
Area, Brazil, Bulgaria, Canada, China, 
Denmark, including Faroe Islands and 
Greenland, The French Franc Area, 
French Somaliland, Germany, Greece, 
Hungary, Israel, Japan, Jordan, Leban- 
on, Palestine, Paraguay, Peru, The 
Portuguese Monetary Area, Roumania, 
Switzerland and Liechtenstein, Syria, 
Tangier, Turkey, Uruguay, Vatican City, 
and Yugoslavia. 


Permissible Transfers without any 
Formalities 
From 1 to 2, 3 and 4. From 2 to 3 
and 4. From 3 to 4. From 5 to 4. 
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high in relation to their share capital 
and assets shown in the balance sheet. 
The management has not always, it 
must be admitted, conducted itself 
to the full satisfaction of shareholders, 
there has been and _ continues to be 
too much dictatorial strutting around 
and many boards of directors are 
prone to overlook the justified requests 
of the practically voiceless sharehold- 
ers. However, working results have, 
on the whole, proved to be very re- 
munerative and_ shareholders have 
participated in the boom which their 
companies enjoyed. Although it is 
widely felt, even among very influen- 
tial shareholders in Hongkong com- 
panies, that management has greatly 
deteriorated in a number of companies 
when compared with standards and 
performance in pre-war years, the 
general public with interests in the 
sharemarket must acknowledge that 
dividends have been, by & large, am- 
ple while the earning capacity of their 
respective companies has been streng- 
thened. The only complaint is that 
several boards of directors . have not 
paid more than they did and that the 
allocation of profits was often pro- 
ceeded with what is euphemistically 
called ‘ultra-conservatism’, 


The many small-time prospective 
investors in this market seem to be 
concerned with the political outlook 
of Hongkong but as these people are 
so easily swayed by sentiments and 
fail to study, which in this case means 
appreciate, the merits of the local 
sharemarket the outcome of their per- 
functory reasoning (if any) is usually 
to stay away for the time being. As 
they observe rates declining or at best 
remaining around their current level. 
it is no wonder that little fresh capital 
is coming into the market. Small 
shareholders, on the other hand, are 
often getting nervous when they see 
a new slump forming and there seems 
to be always a fair number of such 
people who have become fed up with 
the present performance of the market 
and wish to get out disregarding the 
loss they thus suffer, 


The ‘China situation’ remains as ob- 
scure as ever. If one wishes to take 
a sanguine view the conclusion to be 
reached is that the Communists after 
taking Kwangtung will not embarrass 
Hongkong, in one way or another, and 
that there will even ensure profitable 
trade relations with neighbouring China 
and eventually all of China if it comes 
under a unified Communist dominated 
coalition government. But there are 
many old-timers here who feel that 
some sort of ‘trouble’ is bound to oc- 
cur as soon as the new regime has set- 
tled down properly, and these Jeremi- 
ahs—who have quite a large follow- 
ing—predict that the status of Hong- 
kong may become a matter of urgent 
discussions with some pressure em- 
ployed by the Communist Party to 
score an ‘international success’. Not 
even the blackest pessimist, however, 
suggests that the ‘reds’ will dare to 
start a real war with Britain over the 
colony of Hongkong. The question is 
what happens if the proposed negotia- 
tions of the future Chinese government 
are sidetracked, or altogether refused, 
by London. And here, looking rather 
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THE_ FUTURE 


It is not perhaps, some readers will 
say, in the province of an economic 
journal to touch upon what may seem 
to many to be merely an emotional or 
even spiritual strain in human nature. 
but August 30th commemorated a day 
that is still vividly alive to many 
Hongkong residents in whatever part 
of the world they may be at the mo- 
ment. On August 30th, 1945, a new 
era opened in the history of the 
Colony,—an era of reconstruction and 
reorientation in the changed world 
into which Hongkong people were 
plunged following their return to nor- 
mal life after nearly four years behind 
barbed-wires. 

Hongkong was reborn. On Septem- 
ber Ist, 1945, it was a dead city; today 
it is a striking tribute to the resilience 
of human nature and the eternal de- 
termination to make good. A too 
complacent outlook on achievements 
has been, .however,—and perhaps for- 
tunately for a great deal remains to be 
done,—much tempered by the recent 
political events in China itself. As 4 
result of this great political upheaval 
the future is described as being ‘“un- 
certain” and it is upon this point that 
we wish to comment. 


The cautiousness and timidity shown 
in going forward with plans, the ten- 
dency to withdraw or to make a re- 
treat is the natural corrolary of the 
word and brings about the very un- 
certainty we deplore. Taken literally 
there can be no uncertainty about 
trade or the need of it. It may receive 
temporary setbacks, but the merchant 
knows from experience that only the 
long point of view can bring results. 
This is already being evidenced in 


some parts of China today, and those 
who remained voluntarily in Shanghai 
—the great testing point of the future 
—are beginning to see signs of a nearer 
possibility to trade. Tientsin is re- 
ported to be booming and Hankow is 
said to be doing equally well. Shang- 
hai is definitely bound to react favour- 
ably to foreign trade when the Nation- 
alist “closure” is lifted and those who 
have faith in the future of that great 
industrial centre and are prepared to 
piri steady, must eventually bene- 


In a recent address the Mayor of 
Shanghai, Mr. Chen Yi, who was pre- 
sumably voicing the doctrine of his 
superiors, remarked that “foreigners 
are welcome to do business in Shang- 


hai only if they obey the laws and 
change their old imperialistic at- 
titude.” This statement can be taken 


as a direct invitation to foreigners to 
remain at their posts. The caution he 
added as to their attitude has nothing 
alarming about it,—it was the natural 
tribute to his political party and cer- 
tainly would cause no embarrassment 
or doubt to those foreigners whose sole 
desire is to trade. 


It is natural that the long “block-~ 
ade” making normal business transac- 
tions impossible, the petty annoyances 
caused by over-zealous adherents of 
the new order, the difficulties in con- 
nection with money and certain un- 
happy incidents have created a desire 
in some residents to “cut their losses” 
and to get out, but it is also interesting 
that many of them, while trying to 
leave the present unhappy city, wish 
to come to Hongkong as the nearest 
vantage point from which they can 
watch events and seize the first oppor- 
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far into the future and worrying about 
improbabilities, the pessimists seem to 
score with the jittery investors—most 
local investors, except the old firms 
and vested interests, are hyper-nervous. 
Symptomatic is the stock reply given 
by interviewed investors: What hap- 
pens if there is ‘trouble’ in Hongkong. 
Most people, it seems, no longer are 
influenced when contemplating invest- 
ments by the prospects of yield, earn- 
ing capacity and expansion of business, 
but by the imaginary shadow cast over 
Hongkong from the north. As so 
many shareholders prefer to live, as 
it were, under a dangling Damocles 
Sword one cannot expect a change of 
attitude and consequently an improve- 
ment in the price position. 


Business of last week: 

Volume of Business:— Total sales 
reported amounted to 26,246 shares an 
approximate value of $% million, a 
decrease of $% million compared with 
the previous week. 

Price Index:— The Felix Ellis aver- 
ages based on the closing prices of 12 
active representative local stocks closed 
at 123.53 for a net loss of .57 compared 
with the close of the previous week. 


Day-by-day, averages were:— August 
22, 123.97; August 23, 123.95; August 24, 


123.93; August 25, 123.78; August 26, 
123.53. 
High Low 
i EOL 155.82 123.88 
UG 48 eet ein Sea 148.68 134.05 
1940 eateries 138.37 123.53 


Business Done:— 


H.K. Govt, Loans:— Hongkong Govern- 
ment Loan 4% @ 10]. 
Banks:—H.K. Banks @ 1440, 1400. 
Insurance:—Unions @ 630, 63214. 
Docks, Wharves, Godowns, etc.:—North 
Point Wharves @ 4.80; H.K. Docks 
@ 15%; China Providents @ 10.90. 
Hotels & Lands:—H.K. & S. Hotels @ 
9.90; H.K. Lands @ 47, 45; S’hai 
Lands @ 2. 
Utilities: — Hongkong @ 
15.60; China Lights (0) @ 10.10; 
10.70, 10.60; 10.50; China Lights 
(N) @ 7.05, 7.10, 7.30, 7.40; Hong- 
kong Electrics @ 29, 28, 28.10, 2844, 
28%, 28.60, 28144; Sandakan Lights 
@ 8%4; Telephones @ 20, 
Stores:—Dairy Farm @ 35, 351%; Wat- 
sons @ 39; Sinceres @ 44%; Kwong 
Pin Hong @ 105, 108; Wing On 
@ 78, 
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tunity to return. While one’s sym- 
pathies are whole-heartedly with them 
in their desire to live a happier exis- 
tence in better surroundings, all the 
more honour is due to those who are 
still willing to stand the strain and 
to remain at their posts to wait for 
what is sometimes described as “a 
more propitious moment’ to recom- 
mence business transactions. 


In the meantime a steady stream of 
remittances from Hongkong to Tien- 
tsin and Shanghai as well as other 
Communist controlled areas is now not 
only possible but is actually taking 
place. The recipients are paid in Pei- 
ping’s Liberation dollars at the current 
rate of the day. The unofficial rate of 
the Hongkong dollar in Shanghai and 
Tientsin recently fell from 450 to a 
new low level of 360. 


IMPROVEMENT IN SHANGHAI 


During August there has been, in 
spite of the blockade and subsequent 
virtual suspension of foreign trade, a 
conspicuous improvement in the econo- 
mic situation of Shanghai. Native food- 
stuffs for the city’s population of some 
5 million have been accumulating thus 
causing all-round price declines; domes- 
tically produced raw materials for 
Shanghai’s industries, notably coal and 
cotton, have arrived in adequate quan- 
tities from other parts of China under 
Communist control and have secured 
the operation of all those factories 
which were not exclusively relying on 
imported materials. Internal trade has 
been promoted to an extent not known 
since 1937. The purchasing power of 
the People’s Bank note has maintained 
itself which has come as a surprise to 
pessimistic observers who took the un- 
favourable developments of last July 
as a clue for prognosticating a produc- 
tion and trade slump. In terms of 
selected but essential commodities the 
value of the PBN has increased during 
August when compared with July, and 
lower gold and foreign currency rates 
expressed the public’s confidence in the 
stability of the PBN and its sound man- 
agement by the new authorities. 


Communications with Shanghai were 
indirectly resumed during August. Hong- 
kong is dispatching again regular mail 
to Shanghai. Cargo is on the move 
between these two major ports of the 
China coast although the routes taken 
are often expensive and wearisome. As 
the ° KMT blockade of northern ports, 
especially Tientsin, is now ineffective 
much Shanghai-bound cargo is first 
going to Tientsin from where, by rail- 
way, it is hauled to Shanghai. It will 
not take very long until Hongkong can 
resume regular shipping and overland 
communications with Shanghai and the 
Yangtsze ports. 


Labour disputes in Sahnghai have 
almost disappeared with the Commun- 
ist Party taking, at last, a sterner view 
of the previous workers’ demands for 
all sorts of pay from employers irres- 
pective of the ability of management. 
For a short while Shanghai labour un- 
ion leaders and workers acting without 
union approval have indulged in a ram- 
page of wage increase and other de- 
mands (severance allowance, home- 


leave and other bonuses). Now, when 
the political position of the new au- 
thorities has become more consolidated 
labour was not only told that higher 
wages were out of the question as long 
as their productivity and general per- 
formance remains as low as at present 
but strikes and any form of sabotage 
are strictly to be outlawed. 

Most foreign merchants in Shanghai 
have little if any business to do but 
they still remain cheerful realising that 
within a not too distant future a very 
great volume of trade will again be 
flowing. That conditions improved 
during recent weeks has been proved 
by the stability of the People’s Bank 
currency; this development was hardly 
foreseen by the majority of traders. 
With the resumption of foreign trade 
on a large scale the foreign exchange 
position of Shanghai should continue 
strong. One thing is always stressed 
by foreign and Chinese business men in 
Shanghai: that the new men in author- 
ity are honest and hard-working people 
who have really the well-being of the 
nation at heart. Whether they are as 
competent and. efficient as they are 
zealous and self-sacrificing remains to 
be seen. On the whole, these new offi- 
cials have met with well-deserved faith 
on the part of the general pubiic and 
the present improvement in economic 
conditions of Shanghai is largely due to 
the work and enthusiasm of the new, 
mostly young, men who have been put 
into authority by the CCP and the Peo- 
ple’s Liberation army. 


JAPANESE BUSINESS CONDITIONS 


Since the end of the Pacific War, Jap- 
ese commercial houses have lost much 
of their prewar positions in the world 
market. This is ascribed to various 
factors at home and abroad, but the 
most important are three: (1) Japanese 
traders are not yet allowed complete 
freedom in international commerce as 
Japan still is under Allied occupation: 
(2) The liquidation of the Mitsui Bus- 
san K.K. and the Mitsubishi Shoji K.K. 
has brought about such widespread re- 
percussions on Japan’s foreign trade 
structure that commercial houses as a 
whole have not yet come into full opera- 
tion: and (3) Export trade has failed to 
pick up against general expectations. 

Since the re-opening in the summer 
of 1947 of private trade, although about 
70 per cent of Japan’s postwar trade has 
already switched over to a private basis, 
imports still remain on a government- 
to-government basis. With the adop- 
tion on April 25, 1949 of the Y360 single 
rate, prices have come to be closely 
connected with the international price 
levels, but Japanese exporters are in 
no position to make profitable opera- 
tions because they are not allowed to 
acquire foreign exchange directly. What 
is more discouraging, their activities are 
limited to export trade and they can- 
not do arbitrage business in import 
trade, whereas it was in this field be- 
fore the war that they could reap a 
big profit. If Japan was allowed to dis- 
patch abroad her trade representatives 
and to reshuffle her import trade on a 
private basis, her commercial houses 
would be well able to expand their field 
of activities to the prewar standard. 


September 1 


Frankly speaking, this would be a very 
difficult job for them, for they have no 
strong financial backing at present as 
was the case before the war. 

The dissolution of the two Zaibatsu 
concerns has, indeed, eradicated the 
evils of monopoly and brought about an 
encouraging effect on minor interests, 
but there is no denying the fact that 
minor commercial houses as a whole 
have found themselves considerably 
handicapped in competition with for- 
eign traders. Moreover, the Business- 
men’s Organization Law prohibits them 
to form associations on the ground that 
theirs are likely to become something 
like cartels or trusts. | 

In spite of these adverse circum- 
stances, Japanese commercial houses 
would have consolidated their positions 
if postwar export had developed as 
widely anticipated after the start of pri- 
vate trade. In fact, the recent reces- 
sion in export trade has aggravated 
more than anything else the break-even 
conditions of almost all commercial 
companies. 

Following the dissolution of their 
companies, some Mitsui and Mitsubishi 
men established new trading firms deal- 
ing in specified items, others set up 
local concerns, and still others started 
business quite independent from Zai- 
batsu affiliations. Many of these newly 
established firms have succeeded in 
gaining such ground in trade circles 
that they now rank among the big 
exporters. Influential concerns of Mit- 
sui extraction are (major items handled 
in parentheses): Daiichi Bussan (general 


merchandise), Goyo Boeki (general 
merchandise), Tokyo Shokuhin (pro- 
visions), Nippon Kikai Boeki (ma- 


chinery), Marunouchi Bussan (metals 
and manufactures thereof), Kyokuto 
Boeki (machinery), Nikko Bussan (raw 
silk) and Sanshin Sen-i (textiles). 
Among those established by Mitsubishi 
men, the most important are: Kyowa 
Koeki (general marchandise), Miyako 
Shoji (machinery ‘and metalware), 
Marunouchi Shoji (machinery and 
metalware), Shoko Shoji (machinery), 
Meiko Shoji (provisions) and Daiwa 
Sen-i (silk goods). That these firms 
have consolidated their positions in a 
matter of several months is attributed to 
the credit both Mitsui and Mitsubishi 
enjoyed before the war and the experi- 
ence and talent of Mitsui and Mitsubishi 
men who have been playing major roles 
in management. 

Based on the shipments in the past 
three months, a brief survey is made 
below of leading commercial houses ac- 
cording to major commodities of inter- 
national importance. 


As for silk the big three reelers— 
Gunze, Katakura and Shoei—are also 
conducting export business. Among 
many silk exporters the best known are 
the Hara Gomei K.K. (Mitsubishi ex- 
traction). It is to be noted that several 
foreign traders are making big business 
in this field. Tangible advances in silk 
fabric exports have been made by such 
concerns as Takashimaya lida (lida & 
Co.), Gunze, Sankyo Seiko, Toyo 
Menka, Daiken Sangyo and Mataichi. 

Among postwar export items cotton 
goods still occupy first place as was the 
case before the war. Their shipments 
in the first six months of the current 
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year turned out to be about twice those 
in the corresponding period of 1948, 
whereas a marked recession was seen 
in many other goods. Their importance 
as postwar export goods is such that 
leading concerns specializing in cotton 
goods can be said to rank first among 
postwar commercial houses as there is 
now no Zaibatsu company. Very big 
shipments were made in recent months 
by the following firms: Daiken Sangyo, 
Toyo Menka, Gosho and Nichimen Jit- 
sugyo. Next come such concerns as 
Nanri Boeki, Marunaga, Itoman, Showa 
Jitsugyo and Mataichi. 

Gosho, Mataichi, Daiken Sangyo and 
Toyo Menka maintain unchallengeable 
positions also in rayon trade, and ex- 
porters of second class in this field are 
Kamei, Takashimaya Iida and Nanri 
Boeki. 

Sekiya & Co. handles the biggest 
amount of hard fibre and woollen 
fabrics, followed by Kanematsu, Daiken 
Sangyo and Gosho. The Teikoku Sen-i 
K.K., the foremost linen producer, is 
also conducting export business. 

In the field of machinery and metal 

exports, first mention, must be made of 
the two old-established concerns—Iwai 
Sangyo and Ataka Sangyo. The not- 
able fact is, however, that some of the 
aforementioned companies set up by the 
Mitsui and Mitsubishi experts are mak- 
ing successful inroads in this branch: 
for instance, Daiichi Bussan, Muromachi 
Bussan, Kyokuto Boeki, Nippon Kikai 
Boeki, Kyowa Koeki and Shoko Shoji. 
Other machinery exporters are: Mat- 
sushita Denki (electrical : equipment), 
Naigai Tsusho, Takata Shokai, Asano 
Bussan and Daido Kikai. 
_ Chinaware makers are concentrated 
in the Nagoya area and most of them 
are exporting their manufactures 
directly or through their own subsidiary 
trade firms. The Morimura Shoji KK 
for instance, is an affiliate of the Nip- 
pon Toki K.K. (foremost dinner-set 
maker), and other noted maker-ex- 
porters are the Nagoya Tile and the 
Nagoya Seito K.K. Among exporters 
Seei Goshi, Nanri Boeki and Nippon 
Boeki are making big shipments in 
pottery. 

As for sundry goods, Nanri Boeki 
and Minami Sangyo are the two pro- 
minent exporters. Tangible amounts of 
sundries are handled also by such com- 
panies as Iwai Shoji, Naigai Shoji, 
Kyowa Koeki, Abe Shokai and Tokyo 
Merchandise. 

The Nozaki Sangyo K.K. of Yoko- 
hama is the largest exporter of canned 
goods. Other major exporters in this 
field are: Taiheiyo Boeki, Meiko Shoji, 
Showa Yoko, Tokyo Shokuhin and 
Nikkan Boeki. 


Japanese Cement Production 

_ The monthly production of cement 
in Japan is currently around 250,000 
metric tons. It is expected that the 
total output for the current year will 
exceed the scheduled target of 2.8 mil- 
lion tons. Stocks have recently ac- 
cumulated but Japanese exporters are 
confident that the surplus can easily 
be sold in foreign markets. Domes- 
tically demand has somewhat declined 
as the summer season always wit- 
nesses reduced building activity. 
Hongkong has been a major buyer of 
Japanese cement and the quality of 
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this cement has been increasingly ap- 
preciated in the Colony. 

Cement production and stocks in 
Japan (in thousands of metric tons):— 


1949 Production Delivery Stock 
January ... 187 155 136 
February .. 194 193 137 
March 240 266 111 
April To cack 253 261 103 

OY” pacae sac 251 210 150 
DUNT sare 251 240 160 


Japanese Oil Products 

The monthly requirement of oil pro- 
ducts, which was only 80,218 kilolitres 
in January, 1946, increased month after 
month and reached 150,140 kilolitres in 
December, 1948, or five times as com- 
pared with three years ago. The an- 
nual requirement was 626,207 kilolitres 
in 1946, 1,131,466 kilolitres in 1947 and 
1,586,446 kilolitres in 1948. These 
figures are negligible if compared with 
prewar (in 1937, for instance, 5,003,435 
kilolitres were consumed). The break- 
down of the December, 1948 require- 
ment is as follows: 26,041 kl. of gaso- 
line, 5,307 kl. of kerosene, 14,391 kl. 
of light oil, 57,475 kl. of B heavy oil, 
82,594 kl. of C heavy oil, 13,310 kl. of 
machine oil and 1,022 kl. of semi-solid 
products. 

The domestic production of crude 
oil, on the other hand, totalled only 
200,294 kilolitres in 1947. Postwar 
production has been stagnant and 
there is no hope of further increase. 
Products available from domestic 
crude oil are estimated to account for 
less than 10 per cent of the estimated 
requirement and, accordingly, 90 per 
cent has to be covered by imports just 
as in prewar years. The Teikoku 
Sekiyu  K.K. monopolizes domestic 
crude oil production. 


Japanese Board Of Trade Change 

The Supreme ‘Commander for the 
Allied Powers has recently announced 
that Boeki Oho (Japanese Board of 
Trade) has been replaced by the Minis- 
try of International Trade and Indus- 
try, established on May 25, 1949. The 
functions vested in Boeki Cho have been 
transferred to the newly established 
Ministry, which assumes all rights and 
obligations under contracts executed in 
the name of Boeki Cho. 


Thailand’s Tin Production And Exports 

Production of tin in concentrates in 
Thailand in the first quarter of 1949 
totaled 2,150 long tons, an increase of 
700 tons over the fourth quarter of 
1948 and over 1700 tons as compared 
with the first quarter of 1948. The in- 
crease was attributed to the output of 
six or seven additional dredges which 
were rebuilt and placed in operation in 
the first quarter. Production was slow- 
ed by movements of heavy mining 
equipment to new sites because of poor 
ore returns at several of the large 
mines. Some of the small operators 
are stopping production rather than 
continue to surrender 50 precent of 
their foreign exchange from sales to 
the Bank of Siam. 

Aibout 40 percent of production now 
comes from small operators who recover 
the bulk of their tin ore from lode 
mines and by gravel pumping. The 
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output from the additional dredges at 
the large mines should more than off- 
set the loss of production resulting 
from the stoppage by the small in- 
dependent operators, ‘There are now 
17 dredges operating in Thailand and 
it is hoped to have a total of 30 before 
the end of 1949, 

During the first quarter of this year 
927 long tons of tin in concentrates 
were shipped to the United States and 
761 ton to Malayan smelter. 


Indochina Business Report 

Business in Indochina remains hesi- 
tant pending clarification of the effect 
on the economy of implementation of 
the agreements of March 8, 1949, setting 
up an independent Vietnam Government 
within the French Union. These agree- 
ments went into effect during June. 
Similar agreements are being negotiat- 
ed with Cambodia and Laos. 

The cost-of-living index at Saigon 
for Europeans rose from 2,690 in March 
to 2,752 during A'pril 1949, and was 
88 percent higher than in April 1948, 

More Communist infiltration in 
labour has been noted, particularly in 
two of the larger machine shops at 
Saigon. 

Banks reported a general shortage 
of working capita] on the part of large 
importers and retailers. Those who 
have capital prefer to borrow to meet 
commitments. With stocks mounting, 
textile sales were decontrolled in May, 
and small firms were expriencing con- 
siderable difficulties with payments. 
The official bank discount rate has 
risen from 4% to 5 percent, largely be- 
cause of increased borrowing. Owing to 
the rice blockade, the Chinese who 
handle rice transport and milling at 
Cholon are uneasy, and events in China 
are creating difficulties for the Chinese 
banks in Indochina. 

Bank deposits at the end of March 
totaled 1,238,425,000 piasters, and ex- 
tension of credit by the banks totaled 
534,951,000 piasters. 


Burma Import Licences 

Effective June 1, 1949, the Burmese 
Ministry of Commerce and Supply has. 
been instructed to charge an import 
license fee of 2% on the value of each 
import license issued, and a revalida- 
tion fee of 2% on the value of each 
revalidated license, in an attempt to 
minimize the number of applications 
from persons not genuinely interested 
in foreign trade and also to increase 
government revenue. No license fees 
are imposed in connection with export 
permits. 

It remains to be seen whether the 
imposition of import license fees will 
have any appreciable effect in curtail- 
ing the present black market in im- 
port licenses. It is possible that the 
2% fee will be added to the price of 
the imported article and passed on to 
the consumer. 


Gift Parcels 

It has now been clearly stated that 
gift parcels, which arrive in thousands 
every day in the United Kingdom, will 
definitely be subject to customs 
charges with the exception of parcels 
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containing foodstuffs, discarded cloth- 
ing, medical supplies and soap. 

Duty rates and purchase tax vary on 
different kinds of articles: tobacco, 
liquor, luxury and semi-luxury arti- 
cles, such as jewellery, cosmetics and 
fancy goods, are taxed subject to duty, 
but articles containing British Empire 
products are admissible either duty 
free or at reduced rates; purchase tax 
js, however, imposed. The UK Cus- 
toms also warn senders that all parcels 
should be accurately defined as to con- 
tents otherwise they are liable to con- 
fiscation. 


Wheat Flour 

The wharf strike in Australia dis- 
turbed the even flow of Australian flour 
to Hongkong, but deliveries have since 
been made. As, however, there were 
around 50,000 bags of 150 lbs each in 
the Colony at the beginning of August 
and some 500,000 bags awaiting de- 
livery — due here in September and 
October—there is an adequate supply. 
Some 130,000 bags of Australian flour 
also arived during the past week. This 
was shipped in 50 lb bags and were 
offered at $15.80 per bag for Septem- 
ber and $15.20 for October. Some 
5,000 bags were sold. American flour 
White Green sold on the spot market 
in 50 lb bags at $22.50; White Grapes 
brand and White Delta brand both sold 
at $20.80 with Battleship brand selling 
at $20.50. Substantial sales in these 
lots were recorded. 

At the beginning of August a new 
regulation regarding packing came 
into force which momentarily disturb- 
ed dealers. Local merchants have 
now to place all new orders for Aus- 
tralian flour in 50 lb cloth bags, to 
-enable Government stock to be distin- 
guished from commercial flour. Mer- 
chants reckon that with the present 
indent prices there should a rise of $1 
per 50 lb cloth bags. 

During the past ten days the local 
flour market showed little activity due 
to the fact that 250,000 bags were ex- 
pected and Canton, Foochow _and 
Amoy buyers holding off. Taiwan 
buyers were also slow and quantity 
sold was relatively small. 


The Strawbraid Trade 

Dealers in strawbraid in Tientsin, 
the centre of the strawbraid trade, are 
hopeful that the market even if not 
coming up to the standard of pre-war 
days will still do a substantial amount 
of business, provided, of course, that 
the supply is consistent. Enquiries 
have already been forthcoming from 
New York, the biggest market in the 
past, for Saho Purl 1 mm up to 14 mm 
x 60 yards per bundle, 240 bundles to 
the bale, at UiS$40 per bale and Shin- 
kee White 44%mm up to 8%mm x 120 
yards per bundle, 240 bundles per 
bale, at US$90 per bale. Enquiries 
were also received in regard to Fancy 
Splits, Plain White and Plain Splits, 
but it is not anticipated that New York 
will buy as the price asked is too high 
due to the high cost of production. 

Europe and England have also made 
enquiries though on a smaller scale 
than those from U.S.A. Their offers 
were, however, much higher with the 
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HONGKONG COMMODITY 
MARKETS. 


Cotton Piece Goods 

After lying more or less dormant 
during the first part of the wek, the 
cotton piece goods market suddenly 
showed signs of life caused mainly by 
demands by Canton buyers. A good 
turnover was effected, grey sheetings 
being mainly required followed by 
black cloth. Mammoth Bird grey sheet- 
ings, which had dropped to $43.60 per 
piece fetched $43.90, Dragon Head rose 
from $45 to $46, Fairy Eagle sold at 
$41.70 a rise of $1.30, Bee & Crane 
fetched $42 an increase of $1.50, Jade 
& Dragon rose from $38.50 to $40. 
Black cloth on the average improved by 
$2 per piece, Hing Fung fetched $54, 
Yu Tai sold for $45, Bee & Eagle for 
$53. White cloth, Hsun Liang Yu fetch- 
ed $44. Red cloth, Hsun Liang Yu rose 
from $63 to $67 per piece and purple 
cloth Bee & Monkey also fetched $67. 


Cotton Yarn 

In order to clear the large stocks of 
cotton yarn from the Shanghai mills 
which have been lying in Hongkong for 
some time and which are estimated to 
be around 100,000 bales, sellers have 
been willing to dispose of them at a 
loss. Even at lowered prices, however, 
very little was recorded in the way of 
transactions. Phoenix and Water Moon 
brands of 32 counts was offered at 
$1,490 per bale without sales, though 
some business was later transacted at 
$1,420. Indian Camel brand of 10 
counts was offered at $810 per bale with 
buyers counteroffering $750, but no sale 
resulted. 


Raw Cotton 

It is understood that the export of 
100,000 bales of raw cotton from Pakis- 
tan to Hongkong has been approved. 
Forward bookings of Pakistan cotton 
have been further reduced in price with 
4F offering at $1.65/$1.60 per lb. cif 
Hongkong; spot goods failed to receive 
much support with NT offering at $1.70, 
LSS at $1.65 and 4F best quality at 
$1.62 per lb. USA cotton is plentiful 
and prices have been reduced from 
$1.90 to $1.85 for 15/16 and from $1.67 
to $1.60 for %. 


Metals 

Business was brisk in galvanised mild 
steel sheets, thin, during the week, with 
continued severe competition from the 
Japanese make Lowered stocks led to 
an improvement in price: Japanese 
G30 3’ x 7’ rose from $7.20 to $8.50 
per piece and at the close to $9, cargo 
enroute was reported to be fully taken 
up; Belgian cargo offered at $9 but fell 
to $8.50. British and Japanese 3’ x 6 
improved from $6.70 to $7, being re- 
quired by buyers from Central China; 
the Belgian make was offered at $9 per 
piece. Japanese galvd. mild steel 
sheets, thick, 2% ft G24 rose from 50 
cents to 57 cents a lb., with good future 


result that traders are turning their 
attention in that direction, so that New 
York may be forced to accept the 
higher price. The season for straw- 
braids starts in September/October. 
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prospects, and 3’ x 7’ to 3’ x 8’ im- 
proved to 64 cents, level with the Bri- 
tish make. A shipment of mild steel 
plates was despatched to Tientsin in 
the course of the week: French 1/32” 
35 x 6’ sold at $63 per picul, 1/16” at 
$53, 3/32” at $52 and 4%” to %” stood 
at $43, with substantial sales. Galvd. 
corrugated roofing iron sheets met 
with a good market 3’ x 8’ G24 was. 
firm at 62 cents per lb. and G26 at 
65 cents, while G28 with little stock 
rose to 78 cents; 3’ x 9’ G24 did not 
interest buyers even at 58 cents. North 
China buyers were in the market for 
corrugated bamboo steel bars and 
prices improved, 40 ft. 4%” to %” rising 
from $34 to $39 per picul. Zine sheets 
continued dull, competition from the 
Japanese product causing a fall in 
prices: Polish G4, however, with re- 
duced stocks, was offered at a higher 
price of $125 per picul, whereas G5 
fell from $105 to $100 per picul, and 
G6 dropped to $95; Japanese Gd fell 
to $95 and G6 was offered at $92 per 
picul. There was a demand by Tien- 
tsin buyers for black iron sheets and 
as stocks were low an improvement in 
prices took place: USA 20” x 28” and 
28” x 30” rose to $37 per picul, G18 
to G24 improved to $36 per picul. On 
the other hand, the prices of charcoal 
plates fell, 5-piece packing (new) de- 
clining to $50 per picul, and assorted 
ends (old) dropping to $35. New ar- 
rivals of galvanised pipes from Japan 
and’ France were in competition on the 
market: 1%” fell to 68 cents per foot, 
%” fell to 70 cents, 1” sold at 95 cents 
and 2” dropped to $1.95; black iron 
pipes were in the same position with 
fresh arrivals, %” dropped to 60 cents, 
%” to 68 cents and 1” to 90 cents. 
After being dull for some months past 
with the prospect of a shortage of stocks 
through lack of forward bookings to any 
substantial quantity, the market in im- 
ported wire nails showed an improve- 
ment during the week with re-export 
enquiries: 1000 cases of Italian wire 
nails under 1” arrived and met the re- 
quirements of Macao buyers, %” to %” 
were offered at $65 per picul but sales 
were effected at $64; Italian 14%” to 3” 
in kegs of 250 (excluding 134”) fetched 
$44 per picul; the Belgian product was 
offered at $46 with limited sales, the 
Czechoslovakian stood at $46; Polish 
wire nails were offered at $45 and 
French at $42; Japanese 1” to 3” was 
offered at $44; the local make 1” to 4” 
stood at $42. Forward bookings of 
hoop wire being quoted at £26 per ton, 
and with considerable spot cargo on 
hand and expected new arrivals the 
market remained dull: 3/16” to %4” 
stood at $36 per picul, 5/16” was offered 
at $35, French G2 3/16” to 34” was 
offered at $30 per picul. About 50 tons 
of iron hoops arrived from the USA, 
but the material was found to be below 
the standard ordered: spot goods .015%” 
stood at 75 cents per lb., 5” at 70 
cents, British G27 fell to 60 cents, 
French G20 was offered at $55 per picul 
and 1” at $50, but with few transac- 
tions, Wire spokes G14 sold at $45 per 
picul. High speed steel, USA, had a 
tew sales at $6.50 per lb. British G56. 
crowbars fetched $130 per'dozen. Hand: 
drills 10” straight sold for $10 each and 
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with bearings at $13 each, other hand 
‘drills fetched $7 each and U-shaped 
drills $14 each. Japanese copper wire 
fell in price, G8/G12 fetching $165 per 
picul; however, this was still profitable 
the indent price having been $145; Bri- 
tish G8/G12 sold at the indented value 
of $155 per picul. Red steam fibre joint- 
ings, being short of stocks, rose to $1.50 
per lb. for British No. 201 5/32” to 4%”. 
Paper 

The prices at present prevailing in 
the United States for certain types of 
paper are: Woodfree printing 40 lbs. 
US$315 per ton c.if. Hongkong, 50 Ibs. 
US$278 and 60 lbs. and up US$255; 
Manifold 14 lbs. US$397 c.i. Hongkong. 
16 lbs. US$376. The price of European 
Woodfree paper in our issue No. 7 of 
August 18 which was given as ‘£78.15/- 
and £18.15/- f.o.b., should of course 
have been c.i.f. Hongkong. 

Demands from North China for paper 
to be conveyed in chartered ships caus- 
ed an awakening in the paper market, 
woodfree, cellulose and newsprint being 
most sought after. Newsprint, white, 
in rolls 31” & 43” fetched 2814 cents 
per lb., 64” 50 gro. rose to 26 cents per 
lb. Woodfree, thin quality, 43 lbs. to 70 
lbs. in ream improved by 1 cent per lb., 
75/100 lbs. stood at 64/67 cents. Bel- 
gian cellulose rose by $2 to $64 per 
ream, French rose to $65, Czechoslova- 
kian improved from $59 to $63. 
Strawboard, Dutch, stood at $420 per 
ton for Nos. 8 to 10, falling later to 
$390. Cigarette paper, being in demand, 
improved: Pagoda brand 27.5 mm 4000 
m. sold at $12.40, Ecusta brand green 
line 29 mm. 6000 m. improved to $22 
per bobbin. Metal foil, British and 
USA quality 4.5 x 6.75 in. improved to 
$2.10 per lb. and Canadian to $2.15. 


Cement 

The only demand for cement during 
the week was to cover local require- 
ments, as supplies for Canton were be- 
ing obtained direct from Formosa and 
Japanese cement was finding it difficult 
to compete with local manufacturers: 
Japanese 100 lb. bags were offered at 
$5.60 and $5.75 per bag, ex-ship at 
$5.40 and ex-godown at $120 per ton, 
while forward delivery was offered at 
$112 per ton. Indo-China red dragon 
spot cargo was short of stock and 1-cwt. 
bags improved to $6.10 per bag, new ar- 
rivals expected shortly were offered at 
$5.70 per bag ex-ship. Green Island 
cement stood at the official price of $5.60 
per bag of 94 lbs., emeralcrete rapid 
hardening cement was at the usual price 
of $7.50 per 112-lbs. bag, emerald brand 
112-lb. bags were at $6.50 and British 
“snowcrete” white cement in drums of 
375 Ibs. nett stood at $55 per drum. 
British “snowcem” cement paint in steel 
drums of 112 lbs. nett sold at $58 ex- 
godown. Danish white cement Bates 
brand, with new arrivals, sold at $14.80 
epr l-cwt. bag rising later to $16, for- 
ward delivery was offered at $224 per 
ton. 


Glass 
Japanese glass as a result of competi- 
tion from European makes fell slightly 
in price: 100 ft. 16 oz. was in demand by 
Canton buyers and sold at $25 per case. 
Se glass dropped to 45 cents per 
oot, 


FAR EASTERN ECONOMIC REVIEW 


Cigarettes 


The closure of the Yee Tsoong To- 
bacco Company’s factory in Shanghai 
has-made buyers turn to Hongkong for 
cigarettes. During the week demands 
were received from Formosa, Canton 
and Swatow, and Chesterfields improved 


‘from $368 to $400 per case of tins of 


50, Lucky Strike rose by $30 to $440 
per case, and Three Castles in tins of 
10 was sold at $27.50 per carton, State 
Express “555” rose from $32.50 to $33.20 
per carton. 


Gunny Bags 

The market for gunny bags which has 
been inactive for some time revived 
with interest shown by Tientsin mer- 
chants, and sales of spot cargo were 
effected at $3.10 per bag, falling to $3.08. 
With cargo en route amounting to 10,000 
bales or 4 million bags, it was antici- 
pated that the price would fall below 
$3 per bag, especially as stocks on hand 
are considerable, with cargo shipped 
back to Hongkong from Canton. 


Rubber 

Raw rubber from Java and Chinese 
smoked rubber sheets showed reduc- 
tions in price. Java raw rubber, white, 
dropped from $300 to $280. South 
Korean and North China buyers were 
in the market for Singapore smoked 
rubber sheets, qualities Nos. 2, 3 and 4 
being most in demand, No. 2 being 
offered at $90 and No. 3 at $83 per picul; 
Haiphong No. 1 stood at $95 per picul, 
No. 2 at $90 and No. 4 (broken) at $48; 
Chinese No. 1 fell from $96 to $92, No. 
3 from $82 to $80. Transhipment of 
smoked rubber sheets to North China 
has been active, Tientsin taking 60% 
and the balance going to Shanghai and 
South Korea; substantial profits were 
made. 


Vegetable Oils and China Produce 


A cargo of tungoil (woodoi!) from 
North China brougth prices down some- 
what, but was disposed of in the early 
part of the week at $158 per picul. The 
price in Canton having risen to $129, 
which with overheads would work out 
at $159 on arrival in Hongkong, sellers 
held out for this price in later trans- 
actions notwithstanding the insistence of 
buyers on $158; business was according- 
ly at a standstill. Towards the end of 
the week, sellers offered at $160 and 
even $162, but without recorded sales, 
and the same applied to tungoil offered 
at $157 without export permit. Teaseed 
oil also went higher, transactions tak- 
ing place at $185, an increase of $9 per 
picul. Rapeseed oil continued inactive 
and the price fell from $125 to $121 per 
picul with export permit and $118 with- 
out permit. 

New arrivals of groundnut oil from 
Swatow, added to existing stocks from 
Bombay and Siam, brought a fall in 
prices: Swatow Double Flying Horse 
brand opened at $195 per picul but fell 
to $190; Dragon Head fell from $190 
to $185, Globe opened at $185 and clos- 
ed at $180, Tiger old stock sold at $192: 
Flying Horse in small tins fell from $18 
to $17.50 per tin and Globe dropped 
from $17 to $16.50. Swatow new arrivals 
sold at $170, and Bombay groundnut oil 
dropped from $140 to $138, and was 
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offered at $130 per picul for September 
shipment. Groundnuts (shelled), being 
out of season, sold at $50 and $47 per 
picul. Singapore coconut oil fetched 
$105.50 per picul, an improvement of $3. 

Stocks of aniseed oil in Hongkong be- 
ing short, fresh arrivals sold at $650 
per picul, an exceptionally high price. 
Cassia unscraped, Shek-On, sold at $210 
per picul and Wui-On at $185; Tung- 
Hing cassia bud and unscraped mixed 
was sold at $79, only a few transactions 
taking place; Kwangsi cassia lignea in 
bulk was reduced to $48 per picul, the 
demand from India having lessened; 
West River, Kwangtung, cassia lignea 
in 60 catties packing fell from $60 to 
$55 per picul. Luichow, Kwangsi, 
gallnuts were active and sold at $91 
per picul, 


Duck Feathers 


Shanghai, which used to be the chief 
source of supply for duck feathers, be- 
ing temporarily out of the market, For- 
mosa has now become the only produc~ 
ing centre with Hongkong as the centre 
of distribution. Stocks in Hongkong at 
present are not very large, and sellers 
are consequently hopeful of better 
prices. A recent shipment from For- 
mosa had to be re-cleaned to 85% for 
export to meet the price offered in New 
York of US 50 cents cif. or 46 cents 
per lb. f.o.b., which was later improved 
to US 48 cent and 49 cent per lb.; 
local exporters, however, were holding 
out for 50/51 cents per lb. or the equi- 
valent of over HK$380 per picul. A 
few sales were made locally at $360 
per picul. A cargo of duck feathers 
mixed with stiff quality arrived from 
Hoihow, Kwangtung, and fetched $242 
per picul; Haiphong list quality fetched 
$250, 2nd quality $243, and 3rd quality 
$277 per picul; inferior qualities fetch- 
ed $222 and $195 per picul. 


Bristles 

The bristles market showed a slight 
renewal of activity with offers from 
New York for Tientsin No, 55 short at 
US$4.90 improving to $5.40 per lb. re- 
sulting in sales, further sales were 
effected at $5.60 per lb.; Chungking 
black were also sold at US$2.05. London 
prices remained steady at 42/- for 
Tientsin No. 55 short and 18/- for 
Chungking black. Prices in Hongkong 
stood at US$5.20 per lb. for Tientsin 
No. 55 short and $1.95 for Chungking 
black; new arrivals of Tientsin No. 26 
in sets sold for US$4.10 per lb. or HK$ 
23.80. Buyers for Belgium and Ger- 
many were also in the market with 
small purchases, but the bulk of the 
business was transacted by speculators 
who are hoping for a rise in prices. 


Beans 

Japanese buyers were actively in the 
market for Dairen soya beans, up to 
1100 tons of a recent shipment of 2000 
tons having been taken by them at the 
price of $37.70 per _picul ex-ship. 
Singapore buyers likewise were in the 
market, purchasing 300 bags at $41.50 
per picul; other sales were also report- 
ed at this price and resale cargo was 
sold for $42. Haiphong white flat beans 
with low stocks sold at $55 per picul; 
Haiphong green beans (small) fetched 
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$45, while new crop 1st quality sold for 
$47, 2nd quality for $44, and defective 
stock for $41 per picul; Tientsin 
green beans had some small transac- 
tions at $42 per picul; West River, 
Kwangtung, green beans (long) were 
active at $35 per picul, and Rangoon Ist 
quality sold at $32. North China red 
beans lst quality sold at $33 per picul 
and 2nd quality at $31.50 and $31, 
Indo-China red beans fetched not more 
than $32; North River, Kwangtung, 
small red beans were offered at $155 
per picul. Shanghai black beans fetched 
$70 with few sales. 

’ Supplies of beancake have been very 
short on the local market for some time, 
and buyers were anxious about future 
quantities to meet their requirements. 
Formosan and Swatow interests were in 
the market and transactions were 
effected at $27 and $27.50 per picul. 


Sugar 

The supply of granulated white sugar 
from Formosa is considered insufficient 
to meet any great demand, and the 
price quoted ex-godown is US$120 per 
ton. Recently a large quantity was bar- 
tered for beancake and shipped to Siam 
via Hongkong as their government allo- 
cation. Arrivals from Formosa . have 
brought stocks in Hongkong up to 150,- 
000 bags, but 120,000 bags have been 
damaged by water; the balance of dry 
granulated white sugar was offered on 
the market at $47 per picul, while the 
damaged sugar fetched $40 per picul. 
The British Government has secured 
50,000 tons of sugar from Formosa for 
ration purposes, and of this quantity a 
proportion will be allocated to Hong- 
kong commencing in October; the con- 
tract price was from £35/£387 per ton 
and the Government will make a profit 
of about $10 per picul on the transac- 
tion with the ration price at 36 cents 
per lb. Although granulated sugar is 
in short supply for exporters, Formosan 
soft sugar can be obtained in normal 
quantities, and it is anticipated that 
exports will be possible to Singapore, 
India and China as in the past. As, 
however, new stocks will not be avail- 
able until early next year, it is doubtful 
whether existing supplies would be suf- 
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Far East Aviation Reports 


The Far Bast continues to grow in 
importance in air service in spite of 
the fact that Kai Tak airport is really 
inadequate for the demands made upon 
it. 

The arrival of the R.A.F. planes has 
added to the difficulties of accommodat- 
ing all the lines operating, and the con- 
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ficient for any large demand: prices of 
soft sugar were firm at US110/$115 per 
ton f.0.b,.Formosa, the local market 
price being HK$42/$45 per picul. 


Silk Waste 

In our last wéek’s report received 
from Japan our correspondent mention- 
ed the matter of silk waste and how 
that Japan was the chief buyer of this 
product in post war years whereas 
formerly America, Great Britain, 
France, Switzerland and Japan, in the 
order named were the principal impor- 
ters. 

Japan is now the biggest importer 
and buys principally the lower grade, 
which has made a marl<et for the poor 
quality Kwangtung silk waste; but the 
need for improvement in this industry 
in that province is regarded as essential, 
as when the better quality article is 
asked for the Kwangtung product will 
be hopelessly below standard. 

Korean siik waste is the best, but so 
far the output has been small. First 
quality of Korean silk waste sold dur- 
ing the week at $430 and second quality 
at $380 per picul. Chungking quality 
sold at around $340, not rising above 
$350 per picul while Kwangtung quality 
sold at $250 to $260. per picul. 

It is of interest to note that there were 
some 2,000 piculs of inferior quality 
silk waste on the market which buyers 
did not want, although Japan usually 
buys this waste to suit her mass pro- 
duction for competition in overseas 
markets. 

Recently U.S.A. showed some slight 
interest in the silk waste market, also 
France and Switzerland, but no busi- 
ness has been transacted for these 
countries. 


troversy over the China National. Avia- 
tion Corporation in this connection is 
further proof of the physical handicaps 
attaching to a port which, while en- 
deavouring to supply flying facilities: 
for all the services operating in the 
Far East, cannot be stretched in- 
definitely. It is to be regretted that 
the possibilities of Hongkong as a great 
air base, had not been visualised and met 
in the earlier reconstruction days of 
the Colony. ‘That the C.NLA.C. should’ 
be averse to any removal was to be 
expected and it is naturally a source 
of very great regret that any firm al-. 
ready well established, should have to 
step out. Military exigencies however 
come first and in-this case the C.N.A.C. 
was the logical one to feel the squeeze.. 


During the past month several other: 
changes have taken place in the com- 
ing and going at Kai Tak. One of 
these ig the change over by the B.0.A.C. 
from their long familiar flying boats 
to the latest type passenger airliner. 
The first B.O.A.C. Argonaut inaugurat- 
ing their new’ service of landing 
craft, was due to arrive in the Colony- 
last week but unfortunately engine: 
trouble marred the trip necessitating . 
some delay en route. The Argonaut: 
however, made its appearance in grand 
style on Monday. 


This new B.O.A.C. service highlights: 
an all round increase in the Company’s 
traffic figures during the past half 
year. During this time passengers. 
carried totalled 61,455 as against 55,- 
652 in 1948, while the mileage flown 
also showed an increase of 14,282,412, 
bringing this half year’s total to 176,- 
702,639 compared with 162,420,225 
last year. Freight also was on the 
right side with an increase of 260 tons 
over the same period in 1948. The 
airline has therefore a most satisfac-. 
tory basis for its six months working- 
and as its expansion is continually: 
on the up-grade there is every anticipa- 
tion that further increases both in 
passengers and mileage will be noted. 
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Trade of Hongkong 


HONGKONG IMPORTS & EXPORTS OF MERCHANDISE FOR THE FIRST SEVEN MONTHS 


OF 1947, 1948 AND 1949 
(in thousands of Hongkong dollars) 


a ee ee eee 


— 1947 —— — 1948 —— —— 1949 —— 
Imports Exports Import Import | Imports Exports Import Import | Imports Exports Export Export 
excess excess excess excess excess ogee 
‘oO 
Jan, Fires tn 105,406 102,591 2815 274 140,755 113,316 27,439 24.21 159,336 171,811 12,475 7.83 
Import Import 
excess ec an 
70,993 11,564 16.29] 131,243 92,286 38,957 41.13 161,595 135,454 26,141 19.30 
95,795 17,309 18.07} 170,562 115,037 55.525 4827] 221.714 177,073 44,641 25.21 
89,635 13,910 15.52] 188,888 138,312 50.576 36.56 160,449 114,826 45,623 39.73 
99,905 24110 24.13] 176,735 133,028 43,707 32.85 233,301 140,458 92,843 66.10 
100,427 30,002 29.86 | 173,787 106,118 67,669 63.77 208,180 164,069 44,111 26.89 
102,840 39,722 38.63] 167,050 135,887 31,163 22.93 191,355 194,991 Export Export 
excess excess 
3,636 1.90 
First seven months 801,663 661,231 139,432 21.23) 1,148,022 833,985 314,037 37.65] 1,423,161 1,175,124 248,037 21.10 
Monthly Averages 114,523 94,461 19,917 21.23| 164,003 119,140 44,862 37.65! 203,308 167,875 35,434 21.10 


Trade Boom in 1949 

During the first seven months of 1949 
Hongkong’s total trade amounted to the 
unprecedented value of HK$2.6 billion 


£162% million or US$850 m.) 
Compared with the trade results of the 
preceding two 


years (first seven 
months) the imports this year were 
17.52% higher than in 1947 and 23.97% 


higher than in 1948, while exports this 
year were 77.72% higher than in 1947 
and 40.91% higher than in 1948, 

Imports and exports for the whole 
year of 1947 amounted to $1,549 million 
and $1,216 m. respectively; imports and 
exports for the year of 1948 amounted 
to $2,077 m. and $1,582 m. respectively. 
Trade for the first seven months of the 
years 1947 and 1948 will be seen from 
the above tabulation. 


Significant is the relatively low im- 
port excess which resulted from trade 
this year; it is considerably lower than 
the 1948 import excess and slightly 
lower than the one of 1947. The month 


of July showed for the second time this 
year an export excess while in 1947 
every month’s trading resulted in an 
import excess and in 1948 there was 
only one month when exports exceeded 
imports. Although current commodity 
stocks are very high the July export 
excess indicates faster movement of 
stored goods out of the Colony. July 
also brought the record export figure 
of $195 million (against the previous 
record of $184 m. in December 1948), 


Merchants have been turning over 
this year larger quantities of goods than 
in any post-war period and the only 
complaint is that profits have declined 
as the buyer’s market has come into its 
own. In spite of the civil war in China 
and the mounting obstacles to trade 
with that country, business has been 
satisfactory and greatly in excess of 
business with China in 1948. With most 
countries Hongkong has been expand- 
ing its trade during the current year 
compared with 1948, a year which was 


believed to have resulted in all-time 
record trade. The increase of trade of 
Hongkong in 1949, after the many pre- 
dictions of an international trade re- 
cession and of progressive decline in the 
trade of China, have come, in the earlier 
months of this year, as a great sur- 
prise; now, however, the community 
has regained its self-confidence and 
expects further advance in the business 
of Hongkong in the face of what may 
appear as a slump in China and several 
other Far Eastern countries. 


Hard Currency Deficits 

In the current year Hongkong’s trade 
with countries which are classified by 
the sterling area as hard currency coun- 
tries has resulted in a monthly adverse 
balance of about HK$26 million. Trade 
with the USA continues very unfavour- 
able for the Colony; during the first 
seven months of this year imports from 
the US amounted to HK$304.4 m. and 
exports to only $112.2 m., showing a 
trade deficit of $192.2 m. Trade with 


Hongkong’s Imports & Exports of merchandise for the years of 1947 and 1948 


Imports 

Month 
$ 

SANUATY:2 ok. acetals 105,406 
Pebruary” 2855.5 82,557 
NMATCH ERY. cea. 3 113,104 
LESTOTANGRAE,,.... SraAe eee eee els 103,545 
VERT NG Seen aa ee 124,015 
IUNOMAN, oie elon 130,474 
CREW" adres oh eee aces : 142,562 
pete 119,794 
September ........ 133,133 
October 350,552 
November .... 167,850 
December 176,935 
SCOT sc cketersislefeusisisseie 1,549,931 
Monthly Averages .. 129,161 


————— 


(In Thousands of HK$) 


— 1947 — — 1948 — 
Exports Import Import | Imports Exports Import Import 
excess excess excess excess 

$ $ % $ $ $ % 

102,591 2,815 2.74 140,755 113,316 27,439 24.21 
70,993 11,564 16.29 130,243 92,286 37,957 41.13 
95,795 17,309 18.07 170,562 115,037 55,525 48.27 
89,635 13,910 15.52 288,888 138,312 50,576 36.56 
99,905 24,110 24.13 176,735 133,028 43,707 32.85 
100,472 30,002 29.86 173,787 106,118 67,1369 63.77 
102,840 39,722 38.63 167,050 135,887 31,163 22.93 
72,377 47,417 65.51 130,150 148,291 Export excess 
+18,141 +13.94 
118,244 12,880 12.59 153,531 123,696 29,835 24.12 
115.019 35,533 30.89 193,814 150,233 43,581 29.01 
123,880 43,970 35.49 193,772 141,820 51,952 36.63 
125,079 51,856 41.46 258,248 184,713 73,535 39.81 
1,216,833 333,098 27.37 | 2,077,538 1,582,739 494,799 31.26 
101,402 27,758 27.37 173,128 131,895 41,233 31.26 


-—_ee—oe—e—e 
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Canada showed imports of $26.4 m., ex- 
ports of $10.8 m.; trade with the Philip- 
pines resulted in a favourable balance 
with imports at $10.4 m. exports at 
$56.9 m. Trade with Cuba, Central and 
South America showed a_ favourable 
balance with imports at $3.4 m. and 
exports at $5.4 m. Two important. in- 
dustrial countries of Europe with cur- 
rencies classified among the hardest in- 
the world, viz. Switzerland and Bel- 
gium, were mostly importers taking few 
of the goods which Hongkong can offer. 
Swiss imports valued $29.3 m. and ex- 
ports to Switzerland were only $0.5 m.; 
Belgian imports valued $9.7 m. while 
exports to Belgium amounted to $4.5 m. 
Trade with Germany (Trizone) was 
until recently conducted on _ the 
basis of US$; imports from Germany 
valued $2.9 m. and exports to that 
‘country valued $13 m. 

The hard currency trade deficit of 
Hongkong is largely financed from 
overseas Chinese family remittances. 
During 1949 these remittances, especial- 
ly from the US and the Philippines, 
have shown a declining tendency and 
may not exceed for the whole year 
US$20 to 22 million (which, at the cur- 
rent open market exchange rate, would 
amount only to some HK$130 million or 
only about 40% of total hard currency 
requirements to pay for excess imports 
from such countries). By resorting to 
arbitrage transactions in unofficial (area 
account). sterling importers here have 
been able to secure larger amounts in 
US$ (for payment of goods from all 
hard currency countries). 


Trade with Japan and Korea 


During the first seven months of this 
year Hongkong’s trade with Japan re- 
sulted in a total of $99 m. (imports 
$57.3 m., exports $41.6 m.). All trade 
was conducted through the Hongkong- 
SCAP two-way account which has to be 
balanced from six months to six months. 
Imports into Hongkong are only per- 
mitted if payment to Japanese exporters 
is made from this two-way account 
which is kept in Tokyo in US$. Hong- 
kong’s exports and services must bal- 
ance Japanese exports to Hongkong. 
Thus, trade with Japan is much small- 
er than it could be if other payment 
than from Tokyo US$ account could be 
tendered by local importers, viz. from 
their free funds in New York. 

Under present economic conditions in 
Japan and other Far Eastern countries, 
there is great demand for Japanese 
manufactured goods and capital equip- 
ment but Japan is only a_ relatively 
small buyer of produce and raw mate- 
rials originating in Far Eastern coun- 
tries. Japan will have for a very long 
time to come a highly favourable trade 
balance with its Far Eastern neighbours 
and it is therefore essential for the 
progress of Hongkong’s trade that new 
and better payment arrangements with 
Japan are negotiated. The aim of any 
new arran'gement should be, first, to 
exclude Hongkong-Japan trade trom 
any commercial plan involving Japan 
and the sterling area (a procedure 
which has been followed since the in- 
ception of posit-war trade of Japan with 
Hongkong), and, secondly, to put Hong- 
kong-Japan trade on a free basis with 
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Hongkong’s Trade for the first seven months of 1949 


TOTAL VALUES OF IMPORTS & EXPORTS BY COUNTRIES 


IMPORTS FROM 


1st 0% 
months 
1948 


COUNTRIES 


lst 7 
months 
1949 


$ 
United Kingdom 133,661,578 


Australia! Sosa w ees oes 32,791,491 
Ganadar 5.1. emtaattass, we 18,695,697 
Geylont $2 Lees os. oss 771,938 
Bast Africa. (Br) 22... 1,042,282 
PHO LAY eae ee acfe et vere setouns 18,552,973 
Malaya: (Br) srotrsece 58,852,946 
New Zealand ......... 270,151 
North Borneo (Br.) .... 7,099,010 
South Africa .......... 6,904,125 
West Africa (Br.) — 
West Indies (Br.) 7,761 
Br. Bmp... Othet 25... .. 19,435,946 
Belg 2 ce earls secre aueas 26,593,397 
Burinay ae cuca laaccictsi eran 27,790,674 
Chitia; North, oo aware 58,676,894 
te NOOO Eee ents 24,235,636 
pe GSOUUN © etree ais oisene 136,493,861 
Ciba fen sree 71,470 
Co Ameried.. 2.22.2... mncis 603,735 
DENIMALI Gort. eek eines 1,587,731 
BSV DO tr eens citer eihars are 5,760,421 
INFANCE™ 0. 5 sos cee et eres ce 10,687,779 
iy ee Ching sents Cane oes 12,393,095 
Gerniantye cts cee eee acs 2,373,871 
POMS: Perot s eels canes 10,251,710 
talye ec cr eh chin a segs 20,804,741 
CEN OFT esac asians meee vacteresiot ea tae 46,886,378 
Korea: \(South)s. vgs co.cc 13,157,833 
WIRCAOS Sr. : Seti c che emet 48,052,276 
INGEWAY: ~ stm hiutcn tose 12,654,000 
Wethe Ee Indies = \o. cue. 19,521,061 
PHUOPINES eke se wees ren 5,415,552 
Ortugale We nests Ute 493,173 
Siam: everest ee 74,765,842 
Sy AMericd yc nemee ease 1,211,130 
Sweden everri. «a hee 20,610,753 
SO WHLZC IANO eee ce areca 20,040,925 
Spal es overt et oe ee 986,933 
UPS S Ars: toes oe tamer ee 232,162,418 
ORES Fhe) a oaciaraer, -cmeromrEs 431,689 
ores CNG)” or oh. nee ee — 
PMISWIA. esas gG-siaemes 711,393 
Hire cudtsceeskGxraeyyes «Se _— 
Czechoslovakia ......... 3,268,703 
Bl HAS arab sn sishees ainceaeteters — 
Finland: “aa saute suse ns aunt 1,387,463 
Greece. Miciiananenene tee 29,408 
ELUN SARE. Web cscs Maes 25,5538 
Tall) Gels. bs, oe on 3,529,889 
1G sc Yo mre. 7 GRO RI RORRS ot S — 
Omanin coe pact tavaners 1,800 
Pollan 50164 cays sctereas 34,173 
Port., Hyatriea ie hedes«s 89,054 
Pakistan’ faiwacaceee.oee na — 
OV Lial BPA. 5 cis .s SS Se — 
ADCS yn LAM coe cad pS eee — 
Othershs ee... cvs eee 6,144,136 
Totally wiccheruevrsetnrs 


$ 
204,782,137 
35,164,125 
26,436,155 
1,129,128 
1,338,681 
20,795,482 
34,835,569 
'840,852 
7,202,429 
9,962,006 
41,606 
66,497 
14,280,700 
9,753,206 
13,665,973 
98,605,829 
25,159,963 
222,461,248 
44,498 
407,384 
1,513,654 
1,189,641 
19,568,999 
12,870,220 
2,977,464 
18,650,846 
7,643,126 
517,357,489 
_ 19,165,716 
50,591,819 
8,860,042 
16,207,415 
10,476,161 
883,758 
59,257,098 
2,981,018 
13,271,148 
29/361,269 
344,575 
304,419,557 
433,316 
31,391,681 
2,022,740 


3,061,303 


1,555,352 
42,924 
45,488 

544,626 


55,568 
1,275,873 
45,782 


1,829,534 


46,300 
16,245,949 


1,148,022,444 1,423,160,919 


EXPORTS TO 

1st 7 1st 7 

months months 

1948 1949 

$ $ 

40,450,590 89,455,838 
8,112,985 18,503,896 
3,872,117 10,875,021 
3,106,294 3,922,297 
5,278,107 12,527,854 
12°712,448 23,991,275 
121,157,390 128,897,787 
780,856 ‘1,395,531 
3,925,357 4,929,010 
3,678,622 11,260,691 
1'880,716 4,291,013 
5,310,031 ‘2,633,311 
6 311,204 6,388,042 
5.295.121 4,494,963 
7.341.276 10,565,931 
38,243,504 87,773,723 
32,079,337 40,826,518 
58,946,944 63,290,171 
941,137 638,122 
1,815,299 2,191,448 
469,603 _-2,072,108 
2,764,123 2,546,951 
6.111.948  7'770,923 
11,872:402 12,058,890 
3,340,464 13,029,117 
3,683,588 6,276,702 
139,233 ‘6,175,689 
19,369,445 — 41,632,159 
18,056,029 36,622,677 
71,743,865 108,654,173 
1/363,103 3,415,233 
42,736,459 40,875,872 
83,701,889 56,956,266 
11,980 84,605 
83,345,802 88,832,892 
2'804,802 2,602,536 
2:153,444 2,654,519 
6,899,664 534,100 
aS 190,487 
88,329,929 112,278,293 
8,550,404 ‘1,898,628 
se 33,764,105 
159,292 17,660 
sas 51,127 
ats 1,815 
1,511,897 1,548,352 
195,151 57,620 
83,397 204/382 
266,383 323,876 
3,238,891 ‘1,725,473 
761,392 2,463,822 
927,949 ‘1,822,929 
a 47,159,349 
594,130 493,074 
1,303,970 1,146,922 
4'255,403 «8,329,888 


833,985,366 1,175,124,762 


Total Br. Empire .. 


298,085,898 356,875,367 


216,576,717 


319,071,566 


ee ee eS 


Total Foreign 


849,936,546 1,066,285,552 617,408,649 


856,053,196 


SS  SSeSeFSSFSFSFSSSSSSSMMMSSsSssFsFsFeFeseseFeF 
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payments to be rendered in any cur- 
rency acceptable to Japan. 


Trade with Korea resulted during the 
first seven months of 1949 in a total of 
$120.8 m. (imports $50% m., exports 
$70.3 m.). With North Korea (territory 
of the Korean People’s Republic) trade 
was conducted on a barter basis, im- 
ports valued $31.4 m. and exports 33.7 
m. during the period January to July. 
Trade with South Korea showed im- 
ports of $19.1 m. and exports of $36.6 
m. Some cargo shipped to North and 
South Korean ports has been tranship- 
ped to Manchuria and North China, 
and certain lots of Korean export cargo 
‘actually originated in Manchuria. 


Further improvement of trade with 
both Koreas depends largely on simpli- 
fied payment arrangements. Barter is 
cumbersome and expensive and dis- 
‘courages many traders from doing busi- 
ness. Communications with Korean 
ports have been regularised and there 
should be no more difficulty to secure 
shipping space. Next to the US, Hong- 
kong has remained Korea’s principal 
trading partner. 


'HHONGKONG’S TRADE IN JULY 1949 


The total trade of Hongkong for the 
month of July amounted to a declared 
value of $386,347,159, an increase of 
$77,409,109 or 27.5% compared with 
July 1948 ($308,938,050) and of 
$14,097,456 or 3.7% as against the 
figures for June 1949 ($372,249,703). 
The adverse balance in Hongkong’s 
trade was wiped out.in July, exports 
for the second time this year and the 
third time since the reoccupation (Sep- 
tember 1948 and January 1949 being 
two previous occasions) showing an 
excess over imports of $3,635,909. 


Imports of merchandise for July 
totalled $191,355,625, an increase of 
14.55% against July last year ($167,- 
050,390), but a fall of 8.08% against the 
June 1949 imports of $208,180,331. Ex- 
ports amounting to $194,991,534 showed 
‘gains of 43.49% against the July 1948 
figures of $135,887,660 and of 18.8% 
compared with June 1949 $164,069,372. 


For the first seven months of 1949, 
imports of merchandise amounted to a 
declared value of $1,423,160,919 com- 
pared with -$1,148,022,444 for the same 
period last year; exports totalled 
$1,175,124,762 as against $833,983,366 
for 1948. All the figures given above 
include Government sponsored cargoes. 


Gold and specie (ie. silver in bars 
and coins) imported during July was 
valued at $13,458,894 compared with 
$129,638 in July 1948 and $7,996,809 in 
June this year; while exports amounted 
to $12,786,543 against $4,563,272 and 
$5,032,017 for July 1948 and June 1949 
respectively. Total imports of gold and 
specie (i.e. silver only) for the first 
seven months of 1949 compared with 
those for 1948 amounted to $22,325,367 
and $201,031 respectively, while exports 
for the same period were $21,852,505 
and $16,491,226 respectively. 


(Continued on page 276) 
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Hongkong’s Trade in July 1949 


TOTAL VALUES OF IMPORTS & EXPORTS OF MERCHANDISE 
BY COUNTRIES 


IMPORTS FROM 


COUNTRIES July, July 
1948 1949 
$ $ 
United Kingdom ......... 21,571,483 26,993,381 
Australia” “e.aae. fo... 10,412,585 3,599,487 
Canaday -. Hees .curee ce 1,573,304 4,208,239 
Geylont. tn eho Mek 177,472 184,878 
East Africa (Br.) ..... 95,539 317,409 
Indias Voceivce cen oe bone 2,995,018 6,377,563 
Malayas (Bre ote ee oe 3,967,572 8,570,759 
New Zealand ......... 63,855 438,631 
North Borneo (Br.) ... 914,186 954,623 
south Africa’: 2.3.98 0<4 1,703,247 2,196,179 
West Africa (Br.) — = 
West Indies (Br.) ..... 2,184 710 
BrcEmp. Other = aujcce: 1,169,544 27,236 
Belgium © 2 a5. 30:8 now ote 1,211,858 611,554 
BUrMas (2 Geatesyo sec sn dere 2,622,151 1,509,902 
China, North: | on Sanne 10,991.382 16,719,529 
paw EMiddlé: S505. <6. 5,432,689 6,376,642 
Spee GPSOLIUN (ee tolale Metalcore 25,828,737 20,408,377 
Guba ins tide a. ae ive decates — 1060: 
ComAmericay 27.3. seneie ude 60,640 45,960 
Denmark sia Be ce oe teks 216,922 215,748 
Egypt: Ge fe ae shcke Suan yee 80,980 934,347 
Erancee St 26 ts ates. saan oes 2,531,002 1,831,822 
Preis Chinaie, am teas. ces 1,669,201 3,270,425 
Germany. (a. ein ems 180,013 500,960 
Holland) oe wie rear cee ate travatece 2,511,250 4,340,967 
Dtally™ \scscectrtssoiecisrertarn. se 3,991,793 1,280,453 
Cee toN Oamooamoromer Onan 4,322,182 8,689,691 
Korea, (South)? .9... agen. 2,359,678 657,773 
Macao.” heft ote. dnewe 9,370,967 4,217,603 
INOFWAY:. Bere odie 3,237,103 2,140,519 
Netha®.. Indies’ ..2.....s%%.. 1,276,836 1,046,040 
Philippines | “sisisreisinece.s a0 280,270 1,594,209 
Porta lee tva tc acseisinet 60,742 233,262 
Siamiy seh teas set. 5,721,670 8,339,035 
me eamericay Gy. nates siete 14,340 730,942 
Sweden’ Gs. cka Shen este: 2,390,724 2,015,631 
Switzerland Gahan... dems 3,307,811 3,712,897 
Spaliny esc vehis sn a.c eels 77,883 75,113 
WES RAT cs eect ecco ts 31,130,093 40,638,981 
UO S2 Rye ce ca.eare ae — — 
Korea’ (North)? .cc.c cme — 3,150,122 
AMSURIA” petet ine Sens) scat ars 74,002 252,293 
IG Oe eceoosaes Seana 3 a0 eerste — — 
Czechoslovakia’ 0... «. 508,269 481,693 
I SEVASA Tie ets ovate asctere's.s — ~- 
BPinlandy! ssc nmo seen we 217,492 154,881 
Greece raw samciuens cane 17,408 31,680 
TRAM) 5:8 Shiels wtese Sst sw 50 Gasear ore — a 
Jb ¢2Voim.. map mancko,eentee Oe Oo SO — — 
OMIA TI) Serre ster cote: aaron — — 
Poland Je cceseltok terre —_ 110,882 
Ports B-AGrica qa. ar — oa 
Pakistani facacnees se saes — 786,426 
SV PIAS Ue apercucenioheve acca eisaue — — 
TTUPKO VI Gn sa Nese nh ae ates — 7,000 
Qthers Be e8 ne. sivsteronn siete 3 tees 708,313 364,804 
Potale «snjateare oe 167,050,390 191,355,625 
Total Br. Empire .. 44,645,989 53,869,095 
Total Foreign ..... 122,404,401 137,486,530 
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EXPORTS TO 


July, 
1948 


$ 
4,102,133 
1,103,728 
679,366 
493,430 
1,644,540 
3,462,942 
17,352,408 
152,511 
659,890 
350,689 
272,280 
1,549,851 
1,318,793 
326,388 
1,850,008 
3,885,650 
6,731,596 
9,546,179 
46,335 
216,217 
70,440 
353,739 
548,629 
1,106,956 
1,295,805 
406,174 
131,364 
2,263,522 
3,440,149 
8,075,488 
420,997 
6,839,077 
22/855,507 


10,953,905 
161,546 
237,317 
467,956 


13,146,330 
5,814,807 


395,294 
14,943 
68.469 
94.887 

149,595 
41,018 
81,248 


207,406 
500,158 


135,887,660 
33,142,561 


102,745,099 


July 
1949 


$ 
11,555,189 
6,289,152 
2,481,178 
426,224 
1,783,371 
3,171,884 
21,588,947 
411,683 
1,081,921 
2,687,693 
591,419 
596,592 
1,030,810 
482,401 
2,082,261 
5,838,400 
17,969,527 
14,879,556 
127,859 
477,674 
130,666 
346,699 
1,436,989 
1,660,426 
598,117 
1,169,909 
229,052 
5,199,807 
5,572,950 
27,502,459 
348,098 
4,078,684 
9,785,594 
19,800 
3,360,167 
526,861 
448,937 
104,129 
10,591 
26,959,190 


5,286,194 
19,650 
80,051 
29,129 
38,866 
57.234 

254/353 
395,183 

1,433.785 

77/505 


133,394 
2,143,324 


194,991,534 
53,696,063 


141,295,471 
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HONGKONG’S TRADE IN JULY 1949 
(From page 273) 

Trade with the United Kingdom 
showed increases of $5.4 million or 25% 
in July imports which totalled $26.99 
million compared with July 1948 $2157 
million, and $7.45 million or 181.6% in 
‘exports $11.55 m. compared with July 
1948 $4.1 m. Imports from Canada rose 
to $4.2 m. as against $1.57 m. for July 
1948, and exports increased to $2.48 m. 
compared with $679,366. Trade with 
Malaya showed imports to the value of 
$8.57 m. as against $3.96 m. and ex- 
ports amounting to $21.58 m. compared 
with $17 m. Imports from British 
North Borneo amounted to $954,623 
compared with $914,186 and exports 
‘to $1 m. compared with $659,890. South 
African trade showed increases in both 
imports and exports, the figures respec- 
tively being $2.19 m. and $1.7 m. and 
$2.68 m. against $350,689. 

Imports from North China for July 
amounted to $16.7 m., showing a_ gain 
of 51.9% over July 1948 ($10.99 m.); 
exports to North China amounted to 
‘$5.8 m. against $3.88 m. last year. Im- 
ports from Central China also showed 
an increase, amounting to $6.37 m. com- 
pared with $5.4 m., while exports which 
totalled $17.96 m. showed a gain of 
168% against last July’s figure of $6.7 
m. From South China imports during 
the month slackened off considerably, 
-amounting to $20.4 m. against $25.8 m. 
for last year, whereas exports from the 
Colony rose to $14.87 m. against $9.54 
m., a gain of 55.8%. Imports from 
Macao also fell off, the figures being 
.$4.2 m.-:compared with $9.3 m., but ex- 
ports to Macao rose to $27.5 m. compar- 
ed with $8 m., an increase of over 24%. 

Trade with Japan showed increases in 
both imports and exports, the figures 
being $8.68 m. against $4.3 m. and $5.19 
m. compared with $2.26 m. Imports 
from South Korea showed a decline, 
$657,773 compared with $2.35 m., but 
exports rose to $5.57 m. against $3.4 m. 
Imports from North Korea rose to $3 m. 
‘and exports to $5 m. compared with 
nothing last year. Imports from Pakis- 
tan also rose from nothing to $786,426 
cand exports to $1.4 m. 

Imports and exports from and to the 
United States continued to show in- 
‘crease; imports rose by 30.5% to $40.6 
m. against $31 m. and exports by 105% 
to $26.55 m. against $13.14 m. 

In imports from abroad, the main 
increases compared with July 1948 
came under: daily products $6 million 
(July 1948 $2.1 m.), vegetables $5.37 
m. ($2.95 m.), essential oils $2.2 m. 
($907,160), made-up articles of texile 
materials other than clothing $2.4 m. 
($1.1 m.), ores $1.99 m. ($757,320), 
electrical machinery $6.2 m. ($2.58 m.), 
vehicles $4.2 m., ($2.89 m.) and mis- 
cellaneous crude or simply prepared 
products n.e.s. $9.8 m. ($4 m.) In ex- 
ports the principal gains were under: 
fishery products $3.26 m. ($967,609) 
vegetables $7.65 m.-($3.8 m.), oil-seeds, 
nuts & kernels $4.43 m. ($1.39 m.), 
vegetable oils $12.75 m. ($8.98 m.) 
chemicals $6.44 m. ($3.67 m.), paper 
$8.47 m. ($6.76 m.), hides & skins & 
leather $2.79 m. ($860,937), yarns & 
threads $13 m. ($5.75 m.), clothing & 
underwear of textile materials $10.9 m. 
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Commercial & Financial Developments in 
Shanghai and Tientsin 


SHANGHAI 

Foreign Trade:—The East China For- 
eign Trade Bureau has begun the 
registration of all imports applied for 
before the communist takeover but not 
received by the individual industrial 


factories. These imports will be ap- 
proved against self-provided foreign 
exchange. Registrations will continue 


through August and possibly part of 
September. By August 3rd, 1,600 im- 
porters and 1,336 exporters had made 
applications for export-import licenses, 
of which 511 had been approved as im- 
porters and 667 as exporters. The per- 
centage of foreign firms approved is 
not known. 

The Foreign Exchange Department of 
the Bank of China has issued rules fix- 
ing time limits for the deposit of for- 
eign exchange received from exports. 
Deposits must be made within fifteen 


days after the Customs authorities 
have signed the Foreign Exchange 
Clearance Certificate unless the ship- 


ment has been delayed due to practical 
difficulties such as: delay in the signing 
of Consular invoices; delay in the in- 
spection of goods; or the non-clearance 
of the ship. The time limit set for the 
deposit of foreign exchange resulting 
from the export of goods on consign- 
ment to Hongkong, Macao and _ the 
Philippines is 45 days, to Malaya, 
Singapore, Indonesia, Thailand, Burma, 
India, Pakistan, Ceylon and French 
Indochina—75 days, and to Europe, 
Africa, Australia and all other unlisted 
destinations—120 days. The Appointed 
Bank involved will be held responsible 
for the foreign exchange due from ex- 
ports which has not been deposited 
within the time limit. In a circular 
notice, the Bank of China advised all 
Appointed Banks that export commis- 
sions are not deductible from the export 
proceeds prior to receipt of the pro- 
ceeds by the authority designated to 
deal with export commissions. If com- 
missions have already been deducted, 
however, the Appointed Banks are re- 
quired to present to the Bank of China 
—within two weeks—documents prov- 
ing the collection of the export com- 
mission by the agent abroad. Form rules 
have been prescribed for the resale by 
Appointed Banks of foreign exchange 
—whether wholly or partly unused— 
for import and nonimport purposes 
which was bought from the Bank of 
China after the Shanghai takeover. 
Internal Trade.—The Shanghai tex- 
tile industry made huge People’s Bank 
money remittances to the interior for 
the purchase of raw‘ cotton. 
All unfulfilled agreements 
private cotton mills and the former 
textile export commission made prior 
to the Shanghai takeover must be re- 
ported to the East China Foreign Trade 
Bureau. All firms will be required to 


($1.67 m.), non-ferrous base metals 
$9.18 m. ($3.38 m.), manufactures of 
base metals n.e.s. $12.4 m. ($7.9 m.), 
miscellaneous crude or simply prepared 
products n.e.s. $13.18 m. ($6.9 m.) and 
manufactured articles n.e.s. $12.78 m. 
($4.56 m.) 


between 


meet their outstanding obligations. 

The Shanghai Trading Bureau has 
announced barter trade regulations 
covering the exchange of goods between 
city and rural areas under contracts 
calling for price settlement after de- 
liveries have been completed both ways, 
and using industrial goods to buy agri- 
cultural products, instead of vice versa. 
In cases where costs are greater than 
the market price, a rational readjust- 
ment on the basis of actual facts will 
be allowed. 

Transportation.—Rail service between 
Shanghai and Hangchow has been 
resumed. 

Taxation.—Sharp tax increases have 
occurred in all lines. Collections in 
east China area for July totalled PBN 
6,714,500,000. Authorities have an- 
nounced that commodity tax revenue 
received during July increased 180 
percent over collections during June, 
with the cigarette tax accounting for 
53 percent of total revenue and the tax 
on cotton yarn another 28 percent. 

About 85 percent of the rent tax has 
already been collected. The stamp tax 
collection in the Shanghai area has 
reached PBN 90,000,000 daily as com- 
pared to the previous level of PBN 
4,000,000 daily. Land taxes for the sec- 
ond half of 1949 are now being collect- 
ed. Land tax regulations promulgated 
July 23rd prescribed a readjustment of 
the appraised value of land 100 times 
over that set for 1949 by the KMT last 
November. The rate is fixed at 7.5 
PBN per mille. Assessments are ex- 
cessive and in some cases confiscatory 
in nature. 

Finance.—Official exchange 
were quoted as follows: 

United States dollar:— 
July 29-Aug. 4, PBN 2,200 
(same as July 28th) 
Aug. PBN 2,250 
Pound Sterling :— 
July 29-Aug. 4, PBN 5,750 
(up 150 over July 28th) 
Aug. PBN 5,900; 5,850. 
Hongkong dollar:— 
July 29-Aug. 4, PBN 360 
(up 10 over July 28th) 


rates 


Aug. PBN 370; 365. 
Parity deposit unit:— 
July 29-Aug. 3 PBN 918 
(off 32 from August 2nd) 
Aug. 4, PBN 886 
Aug. 5, PBN 892 


Aug. 18, PBN 806 
Aug. 25, PBN 731 
Black-market exchange rates were as 
follows: 
United States dollar:— 
July 29-Aug. 3, PBN 2,250 to 2,350 
(up 50 over July 28th) 


Aug. 4, PBN 2,200 to 2,300 
Aug. 5, PBN 2,100 to 2,200 
Aug. 8, PBN 2,200 
Aug. 25, PBN 2,200 
Gold ounce: 
July 29-Aug. 3, PBN 158,000 to 163,000 
(up 5,000 over July 28th) 
Aug. 4, PBN 140,000 to 150,000 
Aug. 5, PBN 138,000 to 143,000 
Aug. 8, PBN 143,000 


Aug. 25, PBN 142,000 
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Gold cross rates from US$65 to 79 
per oz. (a result of prohibition of for- 
eign currency holdings but permission 
to own gold). 

Money conditions continued to grow 
easier with the curb interest rate drop- 
ping from 2 percent daily on July 29th 
to 1.5 percent on August 5th. Money 
lenders are gradually going out of busi- 
ness as a result of the stable market. 


_The Bank of China resumed conver- 

sion of foreign currency in an effort 
to force the U.S. dollar from circula- 
tion, which coincided with Government 
crackdown on the black-market and 
forced the U.S. dollar rate on the black- 
market below the official rate of ex- 
change. 


All restrictions on domestic remit- 
tances were lifted on August 8th. The 
eagerness to draw all foreign exchange 
is shown by the rule permitting over- 
the-counter conversion of any sum less 
than US$20. 


The Government dumping of essen- 
tial commodities helped to discount the 
effects of the recent flood and stabilized 
most prices. Stabilization is more ap- 
parent than real, however, the economic 
ills continue. The press blames the 
changeover from consuming city to pro- 
ducing city for the temporary disloca- 
tion although the Deputy Director of 
the Economic Takeover Commission of 
Shanghai admits the lack of trained 
personnel in economic work. Admis- 
sions that the blockade is a large factor 
in the present slump continue. The 
early capture of Canton should ease the 
Shanghai situation by allowing trade to 
pass through Hongkong. 


Commodities.—Rice prices fluctuated 
around PBN 60,000 per picul on July 
29th then dropped to PBN 58,000 on 
August 3rd where it remained through 
most of the month. With the exception 
of edible oils which registered a 3 per- 
cent increase in price at the beginning 
of August, all other commodities re- 
corded a slight decline and remained 
relatively steady during last month. The 
market was being threatened with an 
Over supply of non-subsistence pro- 
ducts. 


The Financial-Economic Take-Over 
Commission announced the completed 
take-over of the following former KMT 
or bureaucratic properties: 24,600 ounces 
of gold; 360,000 silver dollars; 240,000,- 
000 Taiwan dollars; 35,000 tons of sugar; 
470,000 piculs of rice; 18,000 motor 
vehicles; over 48,000,000 gallons of 
gasoline; and, 411 banks, factories and 
warehouses. 


Coal prices registered about a 30 per- 
cent increase, rising to PBN 90,000 to 
100,000 per ton. 


TIENTSIN 


General.—All business firms, shops 
and personal service organizations are 
required to register with the Tientsin 
Municipal Industry and Commerce 
Bureau and be licensed or they will not 
be permitted to operate. 

Flood threats continued to increase in 
the Tientsin area with the Navigation 
Bureau ordering the removal of certain 
cargoes from wharves and the Tientsin 


-sion and evacuation. 


The Situation 


Although the Canton government has 
repeatedly announced its determina~ 
tion to defend Canton to the last man, 
all government offices (Central, Pro- 
vincial and Municipal) are busying 
themselves with amalgamation, disper- 
Air shuttle ser- 
vices are being maintained to carry 
Central ‘government documents and 
personnel to Chungking. Nearly all 
provincial departments are being eva- 
cuated to Hoihow (Hainan Island). 
Part of the essential equipments of the 
cotton mills belonging to the Kwang- 
tung Industrial Corp. has been removed 
to Hoihow. The Kwangtung Provincial 
Bank offices have been relegated to the 
status of a branch while the head office 
has been set up in Hoihow. Municipal 
archives have also been removed to 
Hoihow. Besides a good number of the 
wealthier Cantonese taking refuge in 
Hongkong and Macao, many others are 
evacuating to Kunming and Chungking. 


Civil Administration Bureau recruiting 
a force of 70,000 men for anti-flood 
work. 

Foreign Trade.—A branch office of 
the government’s North China Foreign 
Trade Company has been established at 
Tang Ku. The company took over a 
150 meter wharf suitable for two 3,000 
ton vessels, two warehouses capable of 
storing 5,000 tons of goods, and an out- 
door area adequate for storing 50,000 
tons of cargo. 

The Tientsin Maritime Customs re- 
ported 42 cases of tax evasion and 
clandestine remittances of foreign ex- 
change involving 38 business firms dur- 
ing the April-July period. Twenty 
illegal remittances totalled Hongkong 
dollars 63,000 and US$10,647. Most 
frequent violations were false invoices, 
over valuation of imports, under valua- 
tion for taxation, and under statement 
of import quantities. 

Internal Trade.—Since the occupation 
of Tientsin and Peiping, the North 
China Central Trading Company has 
brought overland from Manchuria (ex- 
cept for 500 tons by water from Yin- 
kow) to the Tientsin-Peiping area 
133,511 tons of cereals comprising 60,994 
tons of corn, 38,706 tons of wheat, 1,147 
tons of kaoliang, 10,698 tons of millet and 
quantities of bean cake, soy beans and 
other beans. Tientsin and Peiping re- 
ceived 120,403 tons and Tangshan 13,048 
tons of the aggregate. : 3 

Telecommunications.—The Tientsin 
Telecommunications Administration is 
now accepting phrase codes for business 
messages. Acceptable codes are the 
ABC Sth, and 7th, Bentley’s complete 
and second phrase, and the Acme. Clear 


text must accompany each coded 
message. \ , 
Industry.—The Yungli chemical 


works at Tangku produced 3,825 tons of 

soda ash and 293 tons of caustic soda 

in June. : ‘ 
Cost-of-Living.—The Nankai Univer- 


sity Economic Research Institute 
announced the general cost-of-living 
index for July 19th as 1,450,461, an 


increase of 22.23 percent over the 
previous week. 


in Canton 


All airlines to Chungking and Kunming 
have been fully booked up till the mid- 
dle of September. The CNAC is flying 
daily a fleet of seven or eight chartered 
planes to Chungking carrying both 
furniture and cargo. 

Recently there has been a continuous 
flight of capital to Hongkong. Since 
around August 15, a daily flight of about 
HK$10 million has passed through pri- 
vate channels, and approximately 6,000 
taels of gold have been carried out of 
Canton each day. Those who have 
stocks in native produce such as tung 
oil have hired armed smugglers to 
transport them to Hongkong for storage. 
However due to the congested condi-. 
tion of godowns in Hongkong, some: 
cargo has been directed to Macao. Some- 
merchants send their stocks of cotton: 
piece goods, cotton and woollen yarn,, 
medicine, cigarettes and industrial 
chemicals to Chungking by air. 

The Central Bank of China in Canton: 
has made removal preparations and’ 
these together with the news of mili- 
tary reverses in Hunan caused a rush 
for the redemption of silver dollar cer- 
tificates last week. The silver dollar: 
scrip which was at par with the hard’ 
coin (HK$3.80) for the past several 
weeks dropped to HK$2.80. Sufficient 
reserves of hard coins in the Sentral’ 
Bank saved the situation. Over a mil- 
lion silver coins were redeemed on 
that day. Confidence was somewhat 
restored and the quotation recovered to 
HK$3.20 the next day. Nevertheless 
demand for redemption continued al- 
though to a lesser extent. Out of a to- 
tal circulation of about 9 million silver 
dolars in certificates, about 4 million 
have been returned. At present the 
scrip quotes about 2-3% lower than the 
coin which is at HK$3.20. : 

The Government in Canton is now: 
defraying its military expenses with 
gold. During the last week a total of 
50,000 ozs. was flown to Canton from. 
Taiwan and the Central Bank dumped 
about 70,000 ozs. of gold on the market 
which immediately took a downward 
turn. The quotation dropped from 
HK$365 to 343 per tael. In view of the 
vast expenditures involved in the gov- 
ernment evacuations yet to be paid for, 
further sale of gold by the Central 
Bank is expected. 

With Communist forces about 
miles away, Canton presents an ever 
more pathetic picture. The streets are 
littered with roaming soldiers in ragged: 
uniforms, apparently having retreated 
from the various fronts. Many of them 
have forced themselves into civilian 
homes and settled there. The sidewalks 
are covered with stalls offering all kinds 
of commodities and in many cases the 
wares are simply spread on mats or 
cloth-sheets occupying so much space 
that pedestrians have to look with due 
care before they may put forward their 
steps so as to avoid stumbling over the 
wide-spread merchandise. Motorcars, 
pedicabs, bicycles, rickshaws and hand- 
carts fight in a mad scramble for the 
right of way. Petty armed _ robberies 
and holdups are common occurrences. In 
short, there is no authority, whether 
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military or police, that seems to have 
the mind or the power to maintain law 
and order. 

Business, except in gold and HK$ and 
on a small scale, in silver dollar certi- 
ficates, is very quiet. The loss of ad- 
jacent provinces to the Communists 
coupled with the rise of piracy on all 
inland water channels have greatly re- 
duced the scope of trade. In fact trade 
with the North and East River areas 
has been completely disrupted. Trade 
is limited to the immediate vicinities of 
Canton, Macao, Hongkong and a few 
coastal cities of the province. About 
70% of the native banks, lacking in re- 
mittance and other banking transactions 
such as loans and mortgages, have 
wound up their business. Some private 
banks keep only a skeleton staff to 
uphold appearances while others have 
removed to Hongkong. All state banks, 
(Central Bank, Bank of China, Bank 
of Communications and Farmers’ Bank) 
are getting ready to move either to 
Chungking or to Taiwan. There is 
however a boom in the rice and pre- 
served foods business as the population 
is buying up for the inevitable battle or 
siege. 


Reports from Shanghai 


Shanghai industry is being gradually 
geared to produce for the domestic mar- 
ket. Many Shanghai factories are now 
working out new production plans in 
order to adjust themselves to blockade- 
imposed necessities. The heavy indus- 
trial plants are planning to produce in- 
ternal combustion engines and farm 
machinery for the villages, and lathes 
and automatic hammers for smithies 
which make ‘tools for the peasantry. 
The New China Engineering Company, 
which used to make pumps for urban 
apartment houses, has changed to 
manufacture irrigation pumps for the 
agricultural regions in the interior. It 
is also turning out coal gas engines 
which are replacing gasoline and diesel 
engines. The coal gas engines are suit- 
able for use in boats, mines and power 
plants. The Hsing Ya Steel Works is 
also planning to make farm tools. An- 
other company has a plan to make gen- 
erators and electric motors which are 
now in great demand by the coal mines 
in North and Central China. 

To solve the cotton shortage, many 
textile mills in Shanghai are sending 
agents to cotton areas throughout China 
to procure cotton. Some of the mills 
are contemplating moving to the cotton 
growing regions. Several silk mills 
which manufactured fine and costly 
fabrics for export in the past, are now 
making cheaper products. Like many 
other industries, the paper manufactur- 
ing industry is now having a bigger 
market because of the absence of for- 
eign competition. Tobacco factories in 
Tientsin and other cities are now using 
Shanghai-made instead of imported 
cigarette paper. 

Initial success has been made by 
many Shanghai firms in overcoming the 
gasoline shortage created by the block- 
ade. The China Vegetable Oil Com- 
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Reports from the Philippines 


Legislation 


Legislation of interest to business 
passed by the Philippine Congress at its 
last session and subsequently approved 
by the President includes a measure 
reducing the percentage tax on sales 
of dental gold, musical instruments, 
and low-priced fountain pens; a bill 
imposing a minimum specific tax of 6 
pesos per thousand on machine-packed 
cigarettes; the Petroleum Act of 1949, 
outlining Government regulatory pow- 
ers in connection with exploration and 
exploitation of oil resources; a bill 
increasing the borrowing capacity of 
the National Powers Corporation 
(NPC) to 170,000,000 pesos, plus an- 
other authorizing the NIPC to negotiate 
loans with the International Bank for 
Reconstruction and Development; 
and a measure creating a Bureau of 
Industrial Safety, which will have con- 
siderable authority over industrial 
construction. Also passed and approved 
was a joint resolution under terms of 
which the President of the United 
States and the United States Congress 
would be [raquzsted to authorize ad- 
ditional funds for payment of private 
property war-damage claims. The 
President vetoed a bill limiting Flag 
Materials Law preferences to natural- 
born Filipinos, plus 18 other bills out 
of the 91 passed by the Philippine Con- 
gress. 

(Congress failed to pass bills that 
would have extended the Import Con- 
trol Law, regulated the practice of 


SSS 


pany in Shanghai, which conducted 
motor oil experiments during the war, 
succeeded in producing synthetic gaso- 
line and diesel oil from cotton seed oil 
in July, The company is now turning 
out 24 pounds of synthetic motor fuel 
and a large quantity of lubricants from 
every 100 pounds of cotton seed oil. 
The synthetic gasoline and diesel oil 
produced are almost comparable to im- 
ported products. 

Two million people are expected to 
leave Shanghai to take up useful occu- 
pations or engage in agricultural pro- 
duction by next spring, according to 
the plan of the Shanghai Military Con- 
trol Commission. They will include 
over one million unemployed shop em- 
ployees and their families, 650,000 urban 
poor, 170,00 loafers and 100,000 refugee 
landlords. This is one of the steps taken 
by the People’s Government to offset 
the effects of the blockade and build up 
anew Shanghai. Unemployed skilled 
workers are to be helped to work in 
factories elsewhere while urban poor, 
coolies and unskilled workers are to 
return to their native villages to engage 
in agricultural production. Landless 
refugees are to evacuate to areas where 
they can reclaim waste land. The plan 
also provides for the setting up of 
special institutions to reeducate those 
who previously made their living by 
stealing, smuggling, blackmailing and 
gambling, so that they can take up 
useful occupations. 


mining engineering, nationalized the 
legal profession, and increased domes- 
tic investment requirements of foreign 
insurance companies. Action was not 
completed on the Social Security Act, 
on bills concerning alien land holdings, 
or on a joint resolution for revision of 
the agreement with the United States 
on trade and related matters. No 
general appropriations act was enacted, 
and as a result the President issued 
on June 15 two executive orders relative 
to the budget. One order provided 
that the appropriations act for the 
fiscal year 1949 would continue in force 
“for the same purposes, services, and 
activities” during the fiscal year 1950, 
“oy until such time as the Congress 
may determine otherwise.” Under 
terms of the second order, 6,000,000 
pesos were made available to defray 
expenses of the coming national elec- 
tion. 


Japanese Reparations 

Considerable disappointment was 
caused in Government and private in- 
dustrial circles by announcement of the 
United States on May 12 that Japanese 
interim reparations transfers would be 


discontinued. Reportedly, however, 
facilities in Japan already allocated 
to the Philippines will be delivered. 


Diesel generating plants, transformers, 
and other electrical equipment are un- 
derstood to be included. Reparations 
facilities actually received in the 
Philippines thus far are valued at 
about UIS$10,000,000. While a relative- 
ly small proportion thas been put to 
use, a major machine plant under con- 
struction by the National Development 
Company (NDC) will increase utiliza- 
tion considerably. The NDC, with full 
control over all unallocated repara- 
tions in the country, announced that 
remaining supplies will be offered for 
sale at 50 percent of their book value. 


Trade Developments 

Restrictions on the export of lumber 
were discontinued on June 6. This 
move, long advocated by the trade, is 


expected to stimulate the domestic 
lumber industry. 

Surplus property supplies at the 
various depots maintained by. the 


Philippine Surplus Property Commis- 
sion have been depleted to such an ex- 
tent that the Commission’s cash re- 
ceipts in recent months have not cov- 
ered its overhead. The Government 
ordered cancellation of bids on in- 
dividual depots in order that negotia- 
tions might be made for bulk sale. 

In May, shipments of chrome ore were 
valued at 660,000 pesos, while pro- 
duction of copper concentrates—includ- 
ing some gold — amounted to 500,000 
pesos. The legal value of gold poured 
totaled 1,400,000 pesos. A group of 
mining engineers recently proposed. 
that the Philippine Government with- 
draw from the International Monetary 
Fund and purchase gold at fixed pre- 
mium prices in order to stimulate re- 


1949 


habilitation of domestic gold mines. 
The Central Bank decided to continue 
membership and in rejecting the 
proposal ipointed out that prices now 
obtained by mines on the local market 
are considerably higher than $35 per 
ounce. 


Rice supplies continue adequate, and 
the National Rice and Corn Corpora- 
tion indicated that stocks of domestic 
rice plus imports would be sufficient to 
prevent a crisis such as occurred in 
the fall of 1948. May copra shipments 
of 57,604 metric tons were the highest 
in any single month in 1949, although 
total exports in the 5 months of the 
year amounted to only 204,904 long 
tons in contrast to 304,524 for the same 
period in 1948. With the coming of 
the rainy season production is expected 
to increase. Coconut-oil shipments dur- 
ing May totaled 7,182 long tons, the 
largest monthly movement in 1949 but 
Short of the postwar record of 8,683 
tons exported in October 1948. 


While no funds have been released 
from the special 35,000,000-peso fund 
established by the Government for re- 
habilitation of the waning abaca in- 
dustry, loans totaling 100,000 pesos 
have already been made by the Philip- 
pine Rehabilitation Finance Corpora- 
tion to abaca planters in Davao. The 
Possibility of establishing a ramie in- 
‘dustry will be investigated under provi- 
sions of an Administrative Order is- 
sued June 5. 


There has been a slight increase in 
retail prices for rice, fish, and sugar. 
Declines in prices of a number of im- 
ported products, however, resulted in 
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a retail price index of 224.35 compared 
with 225.28 for April 30. Present copra 
prices are about $140 per short ton, 
(ye Fat 


Manila Airport 

The 5,000,000-peso air strip at 
Manila National Airport, being con- 
structed under supervision of the Unit- 
ed States Civil Aeronautics Adminis- 
tration (CAA), was scheduled for com- 
pletion by June 25. The runway will 
accommodate the largest commercial 
aircraft now in use. On June 30, opera- 
tion of radio and .navigation aids at 
the airport were to be turned over by 
the United States CAA to the Philip- 
pine CAA, and an immediate special 
appropriation will be required for their 
continuance in service. Steps have been 
taken by the Philippine Government in 
the last month to negotiate air agree- 
ments with Australia, Thailand, India, 
Pakistan, Saudi Arabia, Egypt, and 
Greece. 


New Industries 


The National Development Company 
of the Philippine Republic has proposed 
9 new industrial undertakings, which 
are to await financing arrangements to 
start organization. The projects include 
a shipyard, a steel mill with daily capa- 
city of 50 tons of iron bars, a machinery 
corporation for the manufacture of 
pumps, prime movers, tractors, and 
agricultural tools, and a fertilizer plant, 
to be located in Mindanao. Also 
mentioned are a pulp and paper mill to 
produce 25 tons of Kraft paper daily, 
a paper bag mill, and a textile plant 
to be located in Ilocos, Luzon. 


The Government Enterprises Council 
anticipates expansion of activities, es- 
pecially in those industries in which 
private capital is reluctant to enter. 
The Government’s policy, according to 
the Council, will continue to be to dis- 
pose of enterprises when they are 
operating at a profit, thus encouraging 
free enterprise and avoiding government 
competition, 


Registrations of New Firms 

Data on capital investments in the 
Philippines show that corporations and 
partnerships registered during the 
period 1946 to 1949 totalled 2,609, of 
which 1,681 represented firms of Fili- 
pino capital. Chinese-owned corpora- 
tions and partnerships totalled 603, 
while 206 were American, Of the paid- 
up capital, amounting to 117,000,000 
pesos Filipino investors contributed 49%, 
Chinese 32%, and American 14%. The 


balance of 5% represented several other 
nationalities, 


Import Control 

The National Economic Council re- 
quested President Quirino to further 
tighten government control over im- 
ports, in an effort to reduce the un- 
favourable balance of trade indicated in 
the first half of 1949. The request in- 
cludes expansion of the items subject to 
import control. 


Philippine foreign trade in the first 
half of the year resulted in an adverse 
trade balance of 289.5 million pesos. 
Imports in this period totalled 572.6 
million pesos; exports, 283.1 million 
pesos, compared with imports valued at 
606 million pesos, and exports at 349 
million pesos in the same period last 
year. 
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Production and Commerce of Thailand 


Topography of Thailand 

Thailand is divided into four geo- 
graphic regions, each with somewhat 
different natural resources and economic 
development. Characteristic of all 
regions, of course, is the cultivation of 
rice, whether at subsistence levels in 
the higher areas, or in commercial 
quantities in the low-lying well-watered 
plains. No region is without fishing 
resources, and fish caught from the 
seas, rivers, canals—even from water 
holes along the roads and railways— 
are important to the household economy 
of all areas. Wherever they can 
grown, coconut trees cluster around 
each home, contributing to household 
food supplies and economy. Important 
to every home and region is_ the 
ubiquitous bamboo, used in building, 
fishing, in making tools and utensils, 
for food, and for a variety of other 
purposes. 


(1) The northern (or northwestern) 
region. — Covering roughly 35,000 
Square miles in the northwestern part 
of the country, the northern region is, 
for the most part, mountainous and 
forested. Between the parallel moun- 
tain ranges that run generally north 
and south through the area are valleys 
of four rivers which water the region 
and finally unite in the Menam Chao 
Phraya. _In the northern area is pro- 
duced Siam’s teak, which dominates 
the economy of the region and ranks 
among the four most important indus- 
tries in the entire country. Besides 
teak, the partially deciduous forests 
that cover many of the lower mountain 
slopes and hilly regions contain other 
trees of value, including pine. An im- 
portant forest product of the northern 
region is lac, found on various types 
of trees. Clearings on the mountain 
slopes are planted with agricultural 
crops, chiefly upland rice and opium, 
and in the valleys where the soils are 
not too heavy, there is intensive cul- 
tivation of rice. In some sections, 
where irrigation has been developed, 
two crops of rice, or rice followed by 
another crop such as soybeans or pea- 
nuts, may be grown. These spotted 
areas of plains are thickly populated, 
in contrast with much of the northern 
region. Some amounts of rough, short- 
staple Asiatic types of cotton are 
grown in the northern regions, and 
ginned, spun, and woven into cloth by 
primitive home devices. Tobacco like- 
Wise is produced, flourishing particular- 
ly in soils on which teak grows. Some 
cattle and hogs are raised there, and, 
as elsewhere in Siam, almost every 
household has a few chickens and 
ducks. 


(2) The northeast region (or Korat 
Plateau). — Covering approximately 
62,000 square miles in the northeastern 
part of the country, the northeast 
region is marked off by mountain 
ranges on the west and south, and by 
the Mekong River on the east. The 
area is watered by a_ solitary river 
system, which drains into the Mekong. 
The terrain of the region is undulating 
to rolling, dotted here and there with 
occasional hills 


the soils 


and a few shallow 


lakes. Large areas are flooded during 
the wet season and suffer a severe 
water shortage during the dry season. 
Soils, for the most part, are thin and 
notably poor in plant foods. For these 
reasons, no important agricultural de- 
velopment has been possible in the 
northeast, although the region has at- 
tained some degree of self-sufficiency, 
with production of a little cotton, 4 
few vegetables, and other crops inter- 
spersed with upland rice. Some parts 
of the northeast offer suitable grazing 
for livestock, and both cattle and hogs 
are raised for shipment to other parts 
of Siam and for export. Other animal 
products, such as hides and _ skins, find 
their way to Bangkok and_ overseas 
markets. On the northern rim of the 
plateau, where the hills are higher and 
somewhat thicker, teak is 
felled and floated down the Mekong 
for export through Indochina. With 
fewer natural resources and consider- 
ably less economic development than 
the three other regions of the country, 
the northeast supports only a sparse 
population which has not attained the 
standard of living of the other areas. 


(3) The central region. — The cen- 
tral region comprising about 68,000 
square miles is the geographic and eco- 
nomic heart of Siam. It produces al- 
most the entire rice surplus of the 
country and supports the greatest con- 
centration of people with the highest 
standard of living of any region. Jt is 
dominated by the Menam River, which, 
with its tributaries and canals, pro- 
vides excellent communications and 
serves as a means of transportation for 
most of the country’s teak production 
and a large part of the rice. The 
Menam River carries much silt, which, 
in the rainy season, floods the rice- 
growing central plain north of Bang- 
kok. This plain, which extends along 
the river for less than 200 miles and 
varies in width from 30 to 90 miles, 
produces Siam’s vast rice surplus, now 
second only to that of Burma. The 
dark clay soils of the central region, 
particularly in the Bangkok area, yield 
also excellent tropical fruits, veget- 
ables, and some sugarcane. Although 
the central plain is by far the most 
important section of the central region. 
it does not occupy a large portion of 
the total’area. Some parts are moun- 
tainous and hilly; other lower regions 
are covered with evergreen forests, or 


deciduous forests and bush, where 
agriculture can be pursued only in 
cleared spots. Much of the coastal 


area is swampy, with mangrove trees 
in abundance. 


(4) The southern region. — The 
southern region comprises chiefly the 
long Siamese Peninsula, which run- 
ning much of the way parallel to a 
thin strip of Burmese territory, extends 
southward in the shape of a panhandle 
to join the Federation of Malaya. This 
narrow neck of land is ridged with 
mountains, which in some sections on 


_ the west coast come down close to the 


sea. The western coastline is indented 
with many small harbours, but the 
eastern coast is more regular. There 
are several coastal plains of some size, 
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and lowland rice is cultivated in many 
areas. The economic importance of the 
southern region is in tin and in pro- 
duction of crude rubber, particularly 
in the Provinces bordering on Malaya. 
Minor industries, such as cattle rais- 
ing, have been developed to a limited 
extent. 


Climate and Population 


Siam has a tropical monsoon climate. 
The northeast monscon from Novem- 
ber to March brings during these 
months a relatively cool season to most 
of the country. Very little rain falls 
in central and northern Siam during 
this period. The southwest monsoon, 
from the end of May to November, 
brings a warmer rainy season for most 
of the country, the rain often coming 
in afternoon squalls. Sometimes there 
is a break in the rains during August 
—a hot, humid, nearly rainless period 
of several weeks. The months of April 
and May, between the monsoon sea- 
sons, are, however, the hottest of the 
year, representing the summer season. 


In the southern part of the country 
the temperature seldom falls below 
59°F. and rarely rises. above 90°. In 
the northern valleys farther from the 
seas and shut in by mountains, tem- 
peratures may drop in the cool season 
to 40° and rise in summer above 100°. 
Rainfall likewise varies from place to 
place. On the western windward 
slopes and mountain exposures, the 
rainfall may reach 120 inches annually, 
but much of Siam receives little more 
than 40 inches and some parts only 30. 
Bangkok has an average-mean tem- 
perature of 83° and an annual mean 
rainfall of 59 inches. 


In May 1947, the population of Siam 
was 17,256,325, or an increase of 19.31 
percent over that in 1937. This num- 
ber includes an estimated 2,500,000 
Chinese, a large number of whom are 
native-born; approximately 650,000 
Malayans; sizable numbers of French 
(probably chiefly Cambodians and 
Laotians from Indochina) and Dutch 
(chiefly Indonesians); and a few hun- 
dred Westerners, including British, 
Americans, Danes, and others. The 
Chinese are concentrated principally 
in the larger cities and in the mining 
districts of the south, where they have 
assumed an important role in banking, 
trading, mining, and other business 
activities. The Malayans are restrict- 
ed almost entirely to the border Pro- 
vinces of southern Siam, and the West- 
erners live chiefly in Bangkok. Native 
Siamese, of the Thai stock, are more 
nearly homogeneous than most of their 
neighbours in southeast Asia. 


The Thai language, with northern, 
central (official or Bangkok), and 
southern dialects, prevails in Siam, al- 
though certain isolated tribal groups 
cling to usage of other related langu- 
ages. Generally, the large Chinese ele 
ment in the Siamese population is 
bilingual, retaining also use of the 
Chinese language. English is taught in 
many secondary schools and in the 
colleges and is finding increased usage 
in commercial and Government circles 
among urban populations. 
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‘Government 


Siam has been a constitutional mon- 

archy since 1932, and is governed at 
present under a provisional constitu- 
tion installed by a coup d’etat of 
November 8, 1947. This constitution, 
the revision of which is under discus- 
slon, provides for a council of regency 
(the Supreme State Council) acting in 
the name of the King, who has not yet 
reached majority. The regents are em- 
powered to appoint a Premier, whose 
Council of Ministers must seek a vote 
of confidence from, and in turn be re- 
sponsible toa bicameral legislature, the 
upper houses of which is appointed and 
the lower house elected by popular 
suffrage. 
_ For purposes of administration, Siam 
is divided into changwats, or provinces, 
each under control of a commissioner 
who is directly responsible to the 
Minister of the Interior. The chang- 
wats are sub-divided into districts 
(amphurs) and communes (tambols). 
‘ Although internal administration is 
centralized under the Bangkok Gov- 
ernment, there are elected municipal 
governments of limited authority. 


Production 


Siam is essentially a producer of raw 
materials. The four pillars of its eco. 
nomy, from which comes the bulk of 
its exportable surplus, are rice, rubber, 
teak, and tin. 


Agriculture, Forestry, and Fisheries 
Rice. — Rice is by far the most im- 
portant element in the nation’s pro- 
duction. Approximately 97 percent of 
totalarea under cultivation to commer- 
cial crops, or nearly 8,000,000 acres, is 
planted to rice but harvested area 
amounts to considerably less. Only 
€,700,000 acres were harvested in the 
1947-48 crop year, and estimates for 
1948-49 indicated that harvested area 
totaled 7,100,000 acres. Producticn of 
paddy for the 1947-48 crop year was 
estimated at 4,500,000 metric tons. 
Rice exported in 1948 amounted 
to slightly more than .800,000 tons, 
only somewhat less than _ two- 
thirds normal prewar exports. In view 
of increasing demands for local con- 
sumption by a fast-growing population, 
it seems unlikely that this commodity 
can attain prewar export levels for 
some years to come unless irrigation 
projects of sufficient magnitude should 
make possible intensive cultivation of 
wet rice in areas now considered un- 
Suitable. Rice production has been of 
vast importance to Siam’s rehabilita- 
tion program, however, since it earned 
in 1948—as it generally did before the 
war—approximately half the country’s 
foreign exchange. much of which was 
in the United States dollars received 
in payment for shipments to China, 
Korea, and the Philippine Republic. 


Rubber, — Rubber, grown chiefly in 
small holdings by Sino-Malayan own- 
ers in the southern Provinces, never 
reached its full production potential 
before the war. Area under planting 
in 1944 totaled 440,000 acres. Maxi- 
mum annual prewar production was 
only somewhat in excess of 50,000 long 
tons. Production in 1948 amounted to 


more than 80,000 tons. Estimated ex- 
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ports for the first 11 months of 1948 
amounted to 88,311 tons. Although 
some of this rubber may not have been 
produced in Siam, it is probable that 
by far the major portion was. Produc- 
tion of crude rubber in 1949 will de- 
pend largely vpon world demand and 
price. The Siamese rubber-growing in- 
dustry is particularly sensitive to these 
factors, since much of its output is by 
small holders who, having neither 
large-—if any—overhead expenses nor 
capital reserves, do not tap their trees 
when the price is not favourable. In 
the event that the postwar peak in 
rubber prices has passed, it may be 
that Siam has attained its peak in pro- 
duction, unless further werld stock- 
piling programs should be put into 
effect, or stimulus be derived from 
other sources. 

Other agricultural crops. — Cotton 
growing is a relatively new enterprise 
in Siam. The estimated production of 
seed cotton in 1946 was 26,660,000 
pounds. It is grown chiefly in the 
south-central Provinces of Lop Buri 
and Sara Buri, and in north-central 
districts of Phitsanulok and Loei. 

Commercial sugarcane 
occurs chiefly in one district in the 
north. Sugarcane is widely grown, 
however, some of: it being eaten raw, 
and the remainder converted by pri- 
mitive means into a crude product for 
local consumption. 

Tobacco cultivation is restricted 
chiefly to areas in the northeast, where 
in 1948 approximately 24,000 acres 
were planted with Virginia-type fiue- 
cured tobaccos and some 56,000 acres 
planted with native-type air-cured to- 
baccos. Leaf production of the flue- 
cured variety was estimated at 3,000 
metric tons, and output of native air- 
cured tobaccos at about 7,000 tons. 
The largest plantations of flue-cured 
varieties are located in Chiang Mai and 
Chiang Rai Provinces, while lesser sta- 
tions are in the south-central Pro- 
vinces, 

Forest products. — Of the 135,000 
square miles of forested area in Siam 
(about 67 percent of the total land 
area) teak forests cover: 49,000 square 
miles, chiefly in the northern region. 
About half the area is under exploita- 
tion for a 15-year period, while the 
other half is at rest for reforestation 
purposes. Of the more than 24,000 
square miles now being worked, about 
37 percent is exploited by a Govern- 
ment-owned company. Large opera- 
tions are carried out by the British 
and Australians, and some felling is 
done by the Chinese and Siamese. Be- 
fore the war average annual produc- 
tion of teak was about 83,000 tons of 
50 cubic feet each, 85 percent of which 
was exported, chiefly to China and 
Europe. Postwar logging has not yet 
returned to normal, and the 1947 yield 
reached only about 62,000 tons. The 
1948 production total has been estim- 
ated at 65,000 tons. 

The sticklac inlustry in the north 
and northeast, as a limited source of 
supply for India, has long been an im- 
portant factor in the economy of that 
section of Siam. More recently it has 
become the foundation of a local shel- 
lac-manufacturing industry. The es- 
timated production of sticklac in 1948 


production, 
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amounted to 15,000 tons, with about 


€,000 tons being exported in crude 
form. 
Fisheries. — Fishing is a major in- 


dustry, both in the gulf and the inland 
rivers, and supplies a large part of the 
Siamese daily diet. 


Mining 

Tin. — Tin mining, concentrated in 
the peninsula Provinces, is largely in 
the hands of British, Australian, and 
Chinese mining companies. Total pro- 
duction (calculated at 72 pércent tin 
content) reached a peak of slightly 
more than 15,000 long tons prior to 
the recent war. During the war period 
much of the mining equipment was 
damaged or allowed to deteriorate, with 
the result that full-scale mining opera- 
tions have not yet been resumed. Pro- 
duction for 1948 was estimated at 5,000 
long tons. The rate of output had been 
accelerated by the end of the year, 
and, with the ovrospect that more 
equipment would be put into operation 
in 1949, the outlook for this year is 
somewhat brighter. 

Other minerals. — Wolfram and 
minor amounts of gold and antimony 
are mined, and a substantial quantity 
of salt is evaporated from sea water. 


Industry 

Manufacturing is Siam is on a very 
small scale and absorbs only a minor 
portion of the economy. Local fac- 
tories make cigarettes, whiskey, and 
soap, do a little weaving and basket 
work, and make a coarse grade of 
paper. A good quality of cement and 
bricks is made for construction work, 
and furniture making has been de 
veloped to a high degree of skill. A 
few plants for the processing of raw 
cotton, and others for the processing 
of sugarcane, have been’ established. 
But on the whole, Siam continues to 
import its manufactured goods, and 
agriculture remains the principal in- 
dustry. 


Transportation 


Highways 

Highways in Siam have never been 
developed to any important extent but 
have been held subordinate to the 
States Railways, with the result that 
there are less than 1,000 miles of 
usable roadway outside of Bangkok. 
(Total road mileage before the war, 
excluding municipalities, amounted to 
less than 2,300, including nearly 1,000 
miles of unimproved earth and non- 
surfaced roads). These roads. exist 
chiefly as small networks around local 
railway and river points, and do not 
form even the skeleton of a highway 
system. 


Railways 

The Royal State Railways have 
slightly more than 2,000 miles of 
metre-gauge lines, radiating out from 
Bangkok to the Malayan border in the 
south, Chiang Mai in the north, and 
the Indochinese border in the east. The 
junction line to the Burma border in 
the west, built by the Japanese during 
the war, is not serviceable. Operating 
lines are as follows: The Northern 
Line, Bangkok to Chiang Mai, 467 
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miles; the Southern Line, Bangkok to 
Sungai Golok, 720 miles; the Eastern 
Line, Bangkok to Arayaprathet, 158 
miles; and the Northeastern Line, with 
one branch from Bangkok to Nakhon 
Ratchasima to Udon (Udorn) of 164 
miles, and the other from Bangkok to 
Nakhon Ratchasima to Ubon (Ubol), of 
75 miles. The railway system suffered 
heavy damage from Allied bombing 
during the war. Key bridges have not 
been permanently repaired or. rebuilt, 
the railway shops in Bangkok have 
been only partially repaired, and roll- 
ing stock has deteriorated from lack of 
repairs and neglect. Rolling stock in 
service on November 30, 1946, included 
240 locomotives (227 steam, 2 Diesel, 
11 electric); 26 tramcars; 259 bogie 
passenger cars; 51 4-wheel passenger 
cars; 176 bogie freight cars; and 4,164 
4-wheel freight cars. 


Inland Waterways 


The waterways of Siam are the old- 
est and the most important means of 
inland transport, carrying more than 
three-fourths the country’s traffic in 
produce. Although the border rivers— 
the Salween on the west and the Me- 
kong on the east—are important, the 


main channel is the Menam Chao 
Phraya, with its tributaries. This 
river provides intercommunication 


among the three important canal sys- 
tems—the Pasak South System (east 
of the Menam), the Suphan System 
(north of Bangkok), and the Western 
System. No recent estimate is avail- 
able as to the number of junks and 
small craft. In 1938-39 there were al- 
together more than 72,000 licensed 
river craft, including nearly 2,000 
motor launches and more than 300 
steam launches. In January 1948, 
there were 176 ships of Siamese regis- 
try with combined capacity of nearly 
26,000 tons, the majority being licensed 
for coastal, limited coastal, and inland 
trade. 


Ocean Shipping 

Although the Siamese mainland, 
without the panhandle, lies well away 
from the main shipping lanes between 
the Orient and the West, there is direct 
shipping service with both Europe and 
the United States, as well as with 
Asian points. The Port of Bangkok, 
through which passes about 80 percent 
of Siam’s imports and well over half 
its export, lies approximately 23 miles 
inland from the sea on the Menam 
Chao Phraya, its harbour area extend- 
ing along the river about.3 miles above 
and 6 miles below ‘tthe Royal Palace. A 
send bar at the mouth of the river 
limits navigation to vessels of about 
18-foot draft. There is, however, an 
open-seas roadstead at Koh Sichang, in 
the Siamese Gulf near the mouth of 
the river, where vessels of all sizes 
may tie up for lighterage_ service. 
Other roadsteads permitting lighterage 
to large vessels are at Songkhla on the 
east coast of the peninsula (where, ex- 
cept in the winter monsoon season, 
rubber is loaded) and Phuket. a small 
island off the west coast of the penin- 
sula (from which tin is shipped). Direct 
shipping service with the United 
States is offered by the Isthmian, Is- 
brandtsen, and Lykes lines. (In August 


1948, when seasonally heavy shipments 
of rubber were being made, seven 
United States ships cleared Siamese 
ports.) The Ben lines and the East 
Asiatic lines (a Danish firm with head- 
quarters in Copenhagen) provide con- 
nection with Europe. Coastal shipping 
to Singapore, Hongkong and Shanghai 
is available with frequent sails, prin- 
cipally under British, Chinese, and — 
to a lesser extent—Norwegian flags. 
Less frequent service is provided by 
the Pacific-Far East and the American- 
Hawaiian Lines. Three Government 
warehouses, built of brick and rein- 
forcad concrete with metal roofs, pro- 
vide approximately 475,000 square feet 
of floor ere in the Bangkok harbour 
area of Klong Toi. These are adequate 
to handle cargo from all ships navigat- 
ing the river to moor alongside the 
wharf, and are served by a railroad 
spur. The five principal lighterage 
companies have private warehouses of 
less modern construction than the Gov- 
ernment-owned godowns, with appro- 
ximately 100,000 square feet of floor 
space each, These godowns are located 
along the river in the city of Bangkok 
itself, and are accessible from the 
municipal roadways. 


Civil Aviation — 

Since the end of war in 1945, Bang- 
kok has gone far toward becoming the 
center of commercial aviation in south- 
east Asia, despite the fact that only 
limited facilities exist at the Don Muang 
airfield, where extension of runways 
and other improvements have not been 
completed. Siam is served on interna- 
tional air routes by the British Over- 
seas Airways, Cathay-Pacific, Royal 
Dutch Airlines, Pan-American Airways 
Corporation, and Malayan Airways, 
Ltd., all of which make regularly sche- 
duled flights. Tne Central Air Trans- 
port of China inaugurated biweekly 
fights from Bangkck to Shane: 
1948. Air France operates a weekly 
flight between Bangkok and Saigon, ani 
the South American and Far Hast Air- 
ways (Norwegian) makes a biweekly 
stop at Bangkok on its Europe-Far 
East route. Three Siamese lines, Paci- 
fic Overseas Airlines (Siam) Ltd.. 
Siamese Airways Company, Ltd., and 
Trans-Asiatic Airways (Siam) Limited, 
also connect Siam with other southeast 
Asian points. Internal air service, 
connecting the main urban, commercial, 
and minine centers, is offered by Siam- 
ese Airways: Company, Ltd. 


Communication Facilities 


International communication is han- 
dled through the Post and Telegraph 
Department of the Ministry of Com- 
munications. This traffic was formerly 
shared by both cable and radiotelegraph 
facilities, but since the war has been 
borne entirely by radio. Cable service 
to Moulmein and Saigon, formerly 
operated by the Siamese Government, 
was disrupted during the war and has 
not yet been restored. Internal com- 
munications are by mail, telegraph, and 
radiotelegraph. The posta] _ service, 
operating from the General Post Office 
in Bangkok, serves all the towns and 
largely for Government communications 
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among various parts of the country. 
Bangkok, is the only area served by au- 
tomatic telephone exchanges, which 
handle between 4,000 and 5,000 phones. 
Small battery exchanges, not connected 
with each other, serve several other 
urban centers. 


Trading with Thailand 


Tarif, Structure 

The Siamese customs tariff. is prima-. 
rily for revenue purposes, although. 
some effort has. been made to stimulate 
or protect local industries. Generally 
import duty rates are considered rea- 
sonable. No preferential treatment is 
accorded goods from any country, all 
being subject to the general rates, re- 
gardless of origin. The Customs Tariff 
lists more than 430 classifications of 
goods, about three-fourths of which are 
subject to specific duty per unit mea- 
sure, about 100 of which are assessed 
alternative duty (either specific or ad 
valorem, whichever is the higher), with 
the remaining subject to ad valorem 
duties. Generally, ad valorem duties 
range from 5 to 38-1/3 percent. All 
goods not included in either the free 
or dutiable lists are subject to an ad 
valorem duty of 25 percent. Goods ad- 
mitted duty-free include 
merchandise, 
such; baggage, accompanied, 
for the owner’s use, except liquors, 
arms and ammunition, and automobiles; 
medicines; agricultural machinery; 
pooks and printed matter; fire engines, 
ambulances; insecticides, seeds; speci- 
mens; molasses; works of art; re-im- 
ports, and articles for Government use; 
malt; coal and coke; and fishing hooks, 
Items on which import duties are lower 
than average are telephone; telegraph, 
and radio-transmitting apparatus, rail- 
way rolling stock and_ construction 
equipment, tractors, and unmounted 
precious stones. Items on which im- 
port duties are somewhat higher than 
average include perfumes, toilet pre- 
parations, tobacco and tobacco products. 
fireworks, joss paper, photographi, 
equipment, toys and silk fabrics. 

Prior to the issuance of the Emer- 
gency Decree in February 1949, alt 
Siamese exports were subject to export 
duties. Under provisions of this de- 
cree, export duties were removed from 
all but 23 classes of goods. No changes. 
were made in rates applicable to rice 
and rice products, teak, rubber, and pre- 
cious and semiprecious stones. “Al- 
though no reference was made to tin 
ores, presumably these items are stil 
subject to royalties as formerly. 


Controls on Trade 


Export control—Siam has no genera) | 


export-licensing system but full re-. 
export control. A royal decree pro- 
hibits the exportation of tin, articles. 
made of tin, or metal containing more 
than 4 percent tin except when autho- 
rized by the Ministry of Commerce as 
being in accordance with allocations re- 
commended by the Combined Tin Com- 
mittee, with headquarters in Washing- 
ton. Rice and rice products, petroleum 
products, and a considerable number of 
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fit to be used only as | 
imported | 
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other items, including industrial and 
agricultural equipment, live animals 
and meat, various kinds of wood fire- 
wood, and cement, may be _ exported 
only with permission of the Ministry of 
Commerce. In some cases these controis 
serve to protect or improve domestic 
supplies and help control prices; in 
other cases, they determine the direc- 
tion of exports and may serve as a fur- 
ther check on those items for which 
foreign exchange proceeds must be sur- 
rendered to the Bank of Siam. 

Import controls.—Effective in Decem- 
ber 1948, an import-licensing system 
was re-instituted to cover a variety of 
goods, including chiefly luxury foods, 
cosmetics, toys, automobiles, and motor- 
cycles. 

Exchange controls —Exchange con- 
trols are administered by the Bank of 
Siam. Exporters of four products are 
required to surrender to the Bank a 
certain percentage of their foreign ex- 
change proceeds—100 percent in the 
ease of rice and cement, 650 percent 
from tin, and 20 percent frem rubber— 
accepting payment for this percentage 
in baht at the official rate of exchange 
of about 10 baht to the United States 
dollar, or 40 baht to the pound sterling. 
(With up to 10 percent of baht pro- 
ceeds from the sale of rice, exporters 
may buy pounds sterling at the official 
rate, but not dollars.) Otherwise, ex- 
porters are free to utilize their foreign 
exchange proceeds ag they see fit. Im- 
porters who desire to purchase foreign 
exchange may apply tothe Bank of Siam 
for this exchange at the officia] rate for 
the following purposes only: The im- 
port of petroleum products; require- 
ments of public health bodies and in- 
stitutions pertaining to the work of 
such bodies and institutions; educa- 
tional requirements for Siamese stu- 
dents taking correspondence courses; 
the import of books, papers, and perio- 
dicals for public libraries and for pri- 
vate use; and remittance of dividends 
to shareholders residing abroad 
(this applies only to dividends de- 
clared by public utility limited com- 
panies formed and registered in Siam). 
For other purposes, including payment 
for general imports, foreign currency 
is available only in the open market, 
where rates are approximately 20 baht 


to the dollar, or 60 baht to the pound. 


sterling. Foreign exchange at the offi- 
cial rate is available to the Government 
Purchasing Bureau for the import of 
goods to be distributed through Govern- 
ment or semi-Government agencies at 
near-cost prices for the purpose of re- 
ducing costs. The Government Pur- 
chasing Bureau is exempt from import 
licensing when importing goods for the 
exclusive used of a Government agency 
or Department. 


Sales Taxes and Price Controls 


There is no general sales tax nor an 
over-all system: of price controls in 
effect in Siam. In connection with 
the Government’s rice-procurement pro- 
gram, prices of rice are controlled from 
paddy field to the consumer and for 
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export. Special price-control measures 
have been taken from time to time with 
regard to other commodities in short 
supply. 


Business Activity Indicators 


Siam’s full wealth of natural re- 
sources has never been developed, and 
some of its industry has not yet re- 
covered from wartime dislocations. 
Furthermore, at present the country’s 
purchasing power is handicapped by 
currency inflation. Generally, the 
Siamese national economy is considered 
basically sound. Nb reliable statistics 
are available as to national wealth and 
income, but a recent rural economic 
survey estimates that the annual cash 
income of Siam’s 15,000,000 rural in- 
habitants is less than US$110 per 
family of five. With this predominant 
portion of Siam’s population living 
close to subsistence levels, it appears 
likely that per capita effective economic 
demand will continue to be limited in 
kind and scope for some time to come. 
There are no statistics of total retail 
sales available. A few indices of sales 
potentials may, however, be found in 
the amount of certain durable items in 
use. It is estimated that there were 12,- 
000 automobiles, including trucks, and 
40,000 radios in use in 1948. There is 
likewise no adequate method of estima- 
ting housing and construction activities, 
but during 1948 there was a noticeable 
amount of building in progress, despite 
high costs and other deterrent factors. 
The Siamese have few essential 
demands. The country is practically 
self-sufficient in food and shelter. Tex- 
tiles are imported in large quantities. 


The most urgent demands are for 
machinery and equipment, including 
railway equipment; electrical equip- 


ment; construction materials; and some 
luxury items. 


Local Customs and Business 

Most of the indigenous Thai, who 
make up more than three-fourths of the 
country’s inhabitants, are Buddhists of 
a liberal faith. Taboos are not strong, 
and it appears that the pattern of 
demand for commodities is determined 
more by economics than by racial or 
religious factors. Except for those of 
the relatively few urban dwellers with 
Western tastes and somewhat greater 
purchasing power, demands of the Thai 
peoples for food and shelter are met 
by the country’s domestic products. 
‘fhe national diet consists chiefly of 
vice and fish, supplemented by whatever 
fruits and vegetables are available 
locally; houses are of simple construc- 
tion built on voles and made of bamboo 
or other woods found in abundance 
within the country. While most of the 
country’s requirements for cotton tex- 
tiles are imported from abroad, clothing 
of the Siamese is also relatively simple. 
Since nearly all Siamese youths spend 
some time serving in the temples and 
many become Buddhist priests or 
monks, there does exist a specialised 
demand for yellow cloth, traditionally 
used in robes for Buddhist priests. 
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Special requirements of urban Siamese: 
and Westerners are generally imported. 
Among important food items in this 
group are sugar and condensed milk, 
although a variety of goods figures in 
this trade. Special] requirements of the 
native and _ resident Chinese popu- 
lation are met both through local 
production and by imports, many of 
which come from Hongkong or other 
Asian sources. 


Principal Commercial Cities 

Bangkok, the capital, is by far the 
most important commercial city in 
Siam since it is the port of entry and 
distribution center for the country as 
a whole. The population of Bangkok, 
according to the 1947 census, is about 
830,000. All Eurcpean firms represented 
in Siam have their offices in Bangkok, 
a small proportion of the large firms 
maintaining other branches also. The 
only other cities of any considerable 
size are Chiang Mai in the North, and 
Ubon in the Northeast, the former 
being a center of trading activities for 
teak, rice, textiles, sticklac, and handi- 
crafts. Lampang in Northern Siam 
serves as a focal point for trade with 
the Shan States (Burma). Also im- 
portant trading centers are Phuket 
(tin), Songkhla (rubber), and Haadyai, 
centrally located in the tin, rubber, and 
coconut producing areas of the South- 
ern peninsula. The town of Nakhon Si 
Thamarat is the center of the famous 
Nielloware, made by tracing of designs 
on silver and filling in the depressions 
with a black metallic substance. 


Marketing Practices 

The retail trade of Siam is, to a large: 
extent, in the hands of the Chinese. 
Importing firms generally handle 
diverse lines of goods and distribute- 
them through local wholesalers, who,. 
in turn, sell them to retailers. Advertis- 
ing has been developed to a remarkable 
degree. Newspapers, billboards, radio 
and sound truck broadcasts, and motion 
picture slides are al] used effectively. 
Bangkok has two England-language 
newspapers and 21 Siamese newspapers. 
There are 6 first-run motion picture 
houses in Bangkok, and approximately 
110 secondary-run houses throughout 
the countrv, all of which furnish a 
further advertisino medium. 

Every large importing firm maintains 
its own warehouse (godown) and some 
operate their lighter service. In some 
instances, reserve stocks are maintain- 
ed. Bangkok, because of its cosmo- 
politan population and its buying: 
power, is the principal market for most 
imports. 

Small domestic sales are generally 
on a cash basis and almost always at 
a fixed price. International transactions 
are conducted through letters of credit, 
and prices are quoted either c.i.f. Bang- 
kok or f.a.s. abroad. 

English is the business language of 
correspondence and is widely spoken in 
Bangkok business circles and in other 
large urban centers. 
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ECONOMIC POTENTIALS OF INDONESIA 


General Information 


Area 

The Netherlands Indies, officially re- 
named Indonesia as of September 20, 
1948, comprise the greater part of the 
Malaya archipelago, which between the 
southernmost tip of the Asian mainland 
and the north shore of Australia, 
dominates the passage between the In- 
dian and the Pacific Oceans. Over 
2,000 islands are contained in the archi- 
pelago. Sumatra, Java, and the Lesser 
Sundas form the western and southern 
boundary, the latter connecting in a 
northeasterly direction with New 
Guinea. Encompassed within this area 
are the islands of Borneo, Celebes, the 
Moluceas and numerous smaller islands. 
Three bridges of islands connect Borneo 
and Celebes with the Philippine islands 
to the north. 


Natural Regional Divisions 

Java and Madura, with an area of 
51,032 square miles, or 7 percent of the 
total, have 67 percent of the population 
and 62 percent of the cultivated land 
area of Indonesia. The backbone of 
Java is formed by a series of volcanoes 
rising singly or in groups from the al- 
luvial plain. In north central and east 
Java low hills are characteristic of the 
coastal plain, In west Java, which is 
highly mountainous, there is only a 
narrow strip of lowlands along the 
northern coastline. To the south, ex- 
cept for one stretch in the centre, the 
mountain range drops directly into the 
Indian Ocean. Accordingly, the south 
shore of the island has only one navig- 
cable port, and the principal rivers, 
which are all nonnavigable, all flow 
northward into the Java Sea. 


Sumatra proper, with 164,147 square 
miles, ranks second in population and 
in develpment of natural resources. A 
mountain range stretches from north- 
west to southeast. On the west, it drops 
abruptly to the Indian Ocean, while to 
the east it slopes more gradually to a 
broad alluvial plain along the Strait of 
Malacca and the South China Sea. Its 
important rivers, some of which are 
navigable for coastwise steamers for 
some distance, all flow toward the east. 


Bali, separated from Java by the 
Straits of Bali, and its neighbour Lom- 
bok, are the most populous and highly 
developed agriculturally of the Lesser 
Sundas, which include Sumba, Sum- 
bawa, Flores, and Timor. All of the 
Lesser Sundas, with the exception of 
Sumba, are volcanic. Bangka, Billiton, 
and Singkep, the “tin islands” off the 
southeast of Sumatra, are nonmoun- 


tainous, with hills up to about 2,000 
feet. 
Netherlands Borneo occupies 208,285 


‘square miles of the island’s total area 
of 290,649 square miles, the remainder 
constituting the British-governed terri- 
tories of Sarawak, Brunei, and North 
Borneo. The area is sparsely populated 
and little developed. The island is 


crossed by a mountain range from the 
northeast which spreads southward in 
several directions, forming a number of 
distinct mountain systems. Extensive 
river systems rise in these mountains 
and flow through the valleys and 
plains, which widen out into vast 
swamplands in the lower reaches. There 
are four principal river systems, one 
flowing westward into the South China 
Sea at Pontianak. one southward into 
the Java Sea at Bandjermasin, and two 
eastward into the Strait of Macassar, 
respectively, at Tandjoeng Selor and 
Samarinda. These rivers are navigable 
for considerable distances from their 
outlets. 


The Celebes archipelago, consisting of 
Celebes and surrounding islands, has an 
area of 72,986 square miles. Celebes 
proper, with an area of 65,663 square 
miles, consists of a core from which 
extend four distinct peninsulas, all of 
which are mountainous and volcanic. 
There are numerous rivers, some of 
which drain large areas. ‘These rivers 
are navigable for small craft only, and 
for short distances. Fertile tablelands 
are found in many parts of the northern 
peninsula, as well as in the Macassar, 
Bantaeng, Bone, and Pare-Pare districts 
of the southern peninsula. 


Mew Guinea has a toal area of 316,- 
861 square miles, of which 159,375 
miles, or about half, are contained in 
Netherlands New Guinea. The island’s 
backbone is highly mountainous, while 
the coastline, especially in the west and 
south, is covered with swamps. The is- 
land is still undeveloped and is thinly 
populated. 


Climate 

The difference between the longest 
and shortest day is about 48 minutes; 
therefore the duration of the sun’s 
radiation is very uniform and the dif- 
ference in temperature throughout the 
year is not great. The daily variations 
in temperture are less than in the tropi- 
cal continents owing to the influence of 
the sea, which tempers the heat by day. 


At Batavia the average temperature 
in 1940 was 80.6° F. with an absolute 
minimum of 71° and an absolute maxi- 
mum 96°. This is about the annual 
average for all‘of the archipelago at 
sea level. With an increase in altitude 
the temperature decrease about 1° to 
400 feet. The average mean relative 
humidity at Batavia in 1940 was 80 per- 
cent, with a minimum of 20 and a 
maximum of 92 percent. 


The winds are the regular alternating 
monsoon and trade winds, the period of 
change being marked by the inconsis- 
tency of the winds and by  thunder- 
storms. South of the equator the rains 
come with the west monsoon and the 
east monsoon brings the dry _ season. 
The period of the least rainfall is from 
May to August and that of the greatest 
from November to January. Annual 
rainfall varies considerably in different 
parts of the archipelago. In 1940 rain- 


September | 


fall totaled 71 inches at Batavia, 182 
inches at Buitenzorg, 74 inches at 
Palembang, 81 inches at Bandjermasin, 
and 127 inches at Macassar. The dif~ 
ference between the monsoons varies 
greatly, so that in Java in some years 
there is. no real dry season, while in 
other years the dry season lasts fer 
months at a time. 


Population 

The last official census of Indonesia 
was taken in 1930, when the total popu- 
lation was given as 60,727,000. (Indo- 
nesians 59.1 million, Europeans 241,000, 
Chinese 1,233,000, other Asians 116,000). 
The population in 1940 was estimated 
at 70,476,000 based on a probable an- 
nual increase of 1.5 percent. During 
the war years it is believed that there 
was very little increase in population so 
that it may be assumed that the present 
total does not exceed 72,000,000 persons. 


Language 

The official language used by Govern- 
ment and business is Dutch. There are, 
however, numerous indigenous langu- 
ages for local use. The most important 
of these, on Java and Madura, are 
Javanese, Sundanese, and Madurese. 
As the language of general intercourse 
among the different native-language 
groups and between the latter and the 
western population, Malay predomin- 
ates. In a revised form, which adapts 
the spoken language to the need for a 
universal written language, Maiay is 
now generally known as the Indonesian 
language. 


Form of Government 


Politically, Indonesia forms a part of 
the Kingdom of the Netherlands, with 
the supreme authority vested in the 
Crown. Until the fall of 1948, the ad- 
ministrative and executive authority in 
Indonesia rested in the hands of a 
Governor General, assisted before the 
war by an advisory body, the Raad van 
Indie (Council of the Indies). Java and 
Madura were divided into 3 provinces 
and 2 principalities (Surakarta and 
Djogjakarta), which in turn were made 
up of 19 residencies. The other islands 
were divided into 3 Governments 
(Sumatra, Borneo, and East Indonesia), 
made up of 17 residencies. 

After the Japanese surrender in 1945, 
port areas of the Netherlands Indies 
were occupied by the British Army, 
which, in July 1946, transferred author- 
ity over Borneo and East: Indonesia 
(Celebes, Moluccas, and Lesser Sunda 
islands) to the Netherlands authorities, 
then already in control of New Guinea. 
In the meantime an independence 
movement had developed in Java and 
Sumatra which resulted in the Nether- 
lands Government’s recognition of the 
Government of the Republic of Indo- 
nesia as exercising the de facto author- 
ity over Java, Madura, and Sumatra 
under the Linggadjati Agreement of 
November 15, 1946. With the break- 
down of further negotiations under- 
taken for the implementation of this 
Agreement, a Dutch military action was 
started on July 20, 1947, which ended 
on August 4, 1947, at the request of the 
U.N. Security Council. This action re- 
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sulted in returning Madura and impor- 
tant parts of Java and Sumatra to 
Netherlands control. 

Subsequently, after the signing of the 
Renville truce agreement on January 
17, 1948, negotiations were resumed be- 
tween the Dutch and the Republicans 
under the auspices of the United Na- 
tions, looking toward the settlement of 
the political differences. A further 
break-down occurred during the latter 
part of the year, which was followed 
by the Dutch extending their control 
over the Republic’s territory on Java, 
and additional areas on Sumatra. 

In the meantime, on March 9, 1948, 
an interim Federal Government was in- 
stalled for all of Indonesia except those 
parts of Java and Sumatra under Re- 
publican control. This interim Govern~ 
ment is made up of a Council of the 
Heads of the Departments functioning 
under the guidance of a High Commis- 
sioner for Indonesia. The political 
structure of those areas under Nether- 
lands control consists of the States of 
East Indonesia, West. Borneo, East 
Borneo, and East Sumatra, and Provi- 
sional Councils in the remaining areas, 
which are to be formed into the United 
States of Indonesia. 


Weights and Measures 
The metric system is used exclusively 
in Indonesia. 


Agriculture, Mining, Manufacturing 
Industries 


Agriculture and Forestry 

Agricultural crops.—Agricultural pro- 
duction is the principal basis of the In- 
donesian economy. Westernized estate 
agriculture produces export crops and 
the native population produces both 
food and export crops. 

In 1940 about 22,000,000 acres on 
Java and Madura were used for the 
growing of native food crops and vari- 
ous export crops. Western estates occu- 
Pied about 3,115,000 acres, of whicn 
1,460,000 acres were in cultivation; on 
Sumatra, Borneo, Celebes, and the Les- 
ser Sundas, food crops covered about 
8,000,000 acres, native-grown export 
crops 5,000,000 acres, and estate crops 
1,500,000 acres. The principal native 
food crops were rice, maize, cassava, 
sweet potatoes, peanuts, and soybeans, 
with rice being the major crop. Agri- 
cultural and forestry export crops in- 
clude sugar, tea, rubber, copra, leaf 
tobacco, palm oil and palm_ kernels, 
coffee, hard rope fibers, kapok, cinchona 
bark and quinine, pepper, nutmeg, cin- 
namon, cocoa, copal, damar, gambir, 
rattan, teakwood, essential oils, and 
several other products. About 63 
percent of the total volume of these 
crops is estate grown, Estate production 
predominates in sugar, tea, leaf tobacco, 
palm oil, hard fibers, and cinchona 
bark, while native-grown export crops 
include primarily copra, pepper and 
other spices, essential oils, and kapok. 


The production of rubber is divided 
about cqually between estate and 
native. 


Although over-all recovery of the 
agricultural export industry in 1948, as 
measured by the volume of exports, was 
only 20 percent of 1938, several pro- 
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ducts showed much more 
advances, namely, rubber 70 per- 
cent, copra 43 percent, cinchona 63 
percent, cinnamon 54 percent, kapok 32 
percent, and rattan 54 percent. Estim- 
ates for native food crops indicate an 
average output of about 85 percent of 
prewar. 


substantial 


Livestock.—Livestoek production in 
Indonesia is primarily for the purpose 
of obtaining draft animals and second- 
arily for hides and skins. The dairy in- 
dustry is negligible. The annual pro- 
ceeds from cattle breeding are estimat- 
ed at about US$$50,000,000 before the 
war. The principal livestock are cattle, 
water buffalo, horses. sheep, pigs, and 
goats. The total number of animals 
was estimated at 14,777,000 in 1947, 
about 17 percent below prewar. 


Forestry.—The total forest area of 
Indonesia covers 306,000,000 acres or 
about 65 percent of the total land area. 
Of this total 40 percent is located in 
New Guinea and East Indonesia, 34 
percent in Borneo, 24 percent in Suma- 
tra, and 2 percent in Java. Only about 
9,000,000 acres are available for lumber 
production, the remainder being used 
for the prevention of soil erosion and 
the protection of river sources. The 
principal export variety is Java and 
Borneo teakwood. 


Mining 
Before the war the principal mineral 


products were petroleum, tin, coal, 
bauxite, and salt, with less important 
production of manganese, nickel, as- 


phalt limestone, sulfur, phosphate rock, 
diamonds, gold, and silver. 

Petroleum.—Petroleum fields are lo- 
cated in east Borneo, north, central and 
south Sumatra, Central and East Java, 
and the island of Ceram. Production in 
1940 amounted to 7,938,993 metric tons; 
in 1947, 1,121,046 tons (15.2 percent of 
prewar); and in 1948, 4,230,897 tons 
(53.3 percent). Exports in 1948 were 
60.7 percent of 1940. Several of the re- 
fineries were destroyed at the beginning 
of the Pacific war, and further destruc- 
tion was inflicted at the end of the war 
ana during the subsequent years of un- 
rest. With the exception of the refinery 
at Balik Papan on Borneo, refineries 
have now been restored to close to pre- 
war capacity, and in the Federal area 
production is again reaching prewar 
levels. 

Tin.—Tin is mined on the islands of 


Bangka, Billiton, and Singkep off the 
southeastern coast of Sumatra. Before 
the Japanese occupation in 1942, the 


output was exported partly as ore and 
partly in the form of tin ingots smelted 
locally, but since the war it has been 
exported solely as ore. Production, 
however, was restricted by internation- 
al agreement and amounted to only 
25,536 tons in 1938. Restrictions were 
lifted at the outbreak of the European 
war so that in 1940 the output increas- 
ed to 45,536 tons, and in the first 11 
months of 1941 reached 48,000 tons. The 
recorded output for 1947, on the other 
hand, amounted to 16,170 tons. Re- 
covery was rapid in 1948, when output 
totaled 31,052 tons. Exports in 1948 
were 33,344 tons, or 96 percent of the 
average export level of 34,753 tons dur- 
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ing the period 1937-40. (All figures 
given are in terms of the metal content 
of tin ore.) 


Bauxite.—-Bauxite is mined on Bintan 
and adjacent islands in the Riouw 
archipelago. The entire output is ex= 
ported. Production in 1938 amounted 
to 245,354 tons and exports, 273,877 
tons. The prewar maximum was reach-. 
ed in 1940, with production amounting 
to 275,221 tons and exports, 318,958. 
From old recovered stocks amounting to 
110,000 tons, 11,606 were exported in 
1946 and 89,581 in 1947. Production was 
resumed during October 1947 and 
amounted to about 50,000 tons in the 
last quarter. In the first 11 months of 
1948 production reached 402,927 tons; 
exports reached 426.357 tons, which is 
at a rate of about 160 percent of the 
average for 1938-40. 

Coal._-The principal coal mines are 
found in central «west Sumatra, south 
Sumatra, and east Borneo. Only the 
last two areas were in Federal territory 
during 1948. Total production ranged 
from 1,454,647 tons in 1938 to 1,780,632 
in 1939 and 2,000,422 in 1940. Of the 
latter amount, the mines in the Federal 
area produced 1,422,806 tons, namely, 
847,835 from South Sumatra and 575,- 
229 from Borneo. In 1947 total produc- 
tion for the Federal area amounted to 
288,908 tons. Recorded production for 
the first 9 months of 1948 amounted to 
388,838 tons. This indicates recovery 
for the south Sumatra fields of 76 per- 
cent of the 1938 level and for the 
Borneo fields of 35.5 percent. 


Salt.—Salt production through eva-. 
poration of sea water is concentrated on 
Madura and Celebes. Production varied 
widely from year to year (91,000 tons: 
in 1938, 159,000 in 1939, 431,000 in 
1941), but declined heavily during the 
Japanese occupation period (237,00 tons 
in 1941, 120,000 in 1945, 80,000 tons in 
1946). The low of 12,000 tons in 1947 
was followed by an output estimated at 
360,000 tons for 1948, 

Other Minerals.—Neither nickel 
manganese has been 
war. 


: nor 
mined since the 


Industry 


Industrial activity is centreed in the 
processing of agricultural products, and 
in the manufacture of consumer goods 
almost exclusively for the domestic 
market. Before the war there were 
over 2,300 establishments engaged in 
the processing of agricultural products, 


including 769 rice mills, 270 tea fac- 
tories, 491 rubber factories, 220 com- 
bined coffee and rubber factories, 150 


coffee factories, 156 tapioca mills, 130 
sugar mills and 30 hard fiber processing 
factories, Of these, 1,700 were located 


in Java and most of the others in 
Sumatra. 
The industrialization policy of the 


Government has been directed towatd 
the production of such consumer goods 


as cotton textiles, soap, paper, cigars 
and cigarettes, margarine, beverages, 
boots, shoes and other leatherware, 


roofing tile, ready-mixed paints, auto- 
mobile and bicycle tires and tubes, 
agricultural hand tools, and fertilizers. 
Two-thirds of these factories are locat~ 
ed in Java. 
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During the war much damage was 
done to industrial establishments and 
1947 industrial production of consumers 
goods was estimated at about one-third 
of prewar. Plans for reconstruction at 
present envision only the reestablish- 
ment of the least damaged and most 
urgently needed plants. Average re- 
covery during 1948 reached about 60 
percent of the prewar level. 


Transportation 


Highwaye 

There were more than 33,000 miles of 
hard-surfaced roads in Indonesia, of 
which 14,000 were in Java. During the 
war roads were badly neglected, and 
resurfacing is progressing slowly be- 
cause of the lack of road-building 
equipment and materials. 


Railways 

The network of railways and inter- 
‘urban lines in Java had a mileage of 
3,355 before the war, and the rolling 
stock consisted of 1,000 locomotives, 
2,900 passenger coaches, and 23,000 
freight cars. About two-thirds of the 
land freight. was moved by rail, the re- 
mainder moving by motortrucks and 
other vehicles. In Sumatra the 4 rail- 
way systems had a network of 1,243 
miles, with rolling stock consisting of 
210 locomotives, 668 passenger coaches, 
and 5,300 freight cars. There are no 
railroads on the other islands. While 
considerable rolling stock was_ lost 
during the war, services are gradually 
being restored. 


Ocean Shipping 

Before the war the ocean fleet which 
‘served Indonesia numbered 237 ships, 
with a total capacity of 1,093,000 gross 
registered tons; while considerably de- 
‘pleted by the war, it is almost back to 
its prewar strength. Its interisland 
fleet of some 150 large vessels, and a 
considerable number of prows, is also 
gradually regaining its prewar size. 


The principal ports for international 
shipping are Tandjong Priok (Batavia) 
and Tandjong Perak (Surabaya), at 
which oceangoing vessels can dock. At 
present the harbour at Belawan-Deli 
(Medan) is also open to ocean traffic. 
Other important ports in inter-insular 
trade which are sometimes ports of call 
for foreign ships are Cheribon and 


Semarang, Java; Macassar, Celebes; 
Palembang, Padang, and _ Sabang, 
Sumatra; Bandjermasin, Pontianak, 


Tarakan, and Balikpapan on Borneo; 
and Tandjong Pinang, Riouw. 


There are no free trade zones in 


‘Indonesia. 


Air Routes and Ports 

The Batavia airport is the centre for 
both international and domestic air 
routes. Domestic air service is provid- 
ed by the K.L.M. (Royal Dutch Air 
Lines), which has a network of 13,309 
miles in Indonesia, using, as of August 
1948, 11 passenger, 12 passenger-freight, 
and 3 amphibian planes for this service, 
serving all the commercial centres 
of the archipelago. In addition to 


the international service provided 
by KLM, the Malayan Airways 
(British) maintains a_ service be- 
tween Batavia and Singapore; the 
Qantas Airways, to Surabaya enroute 
from Australia to Singapore and other 
destinations; and a small Portuguese 
line, between Portuguese and Dutch 
Timor. The international airports are 
at Batavia and Surabaya in Java, and 
at Medan and Palembang in Sumatra. 


Communication. Facilities 


The telegraph, telephone, cable, and 
radio facilities are operated by the In- 
donesian Government Post, Telegraph, 
and Telephone Service. These facilities 
were badly damaged during the war 
and a period of from 5 to 10 years will 
be required to restore them to normal 
operation. In the cities under Nether- 
lands control, telephone service in the 
cities has been partially restored and 
fair service can be given. The intercity 
network is barely operating and is link- 
ed in with the radiotelephone service. 
International telephone connection and 
cable service are available and ade- 
quate. 


Finance 


Currency 

The basic unit of currency is the 
Indonesian guilder (or florin) with an 
official ratio of 1 to 1 with the Nether- 
lands guilder. The prevailing exchange 
rate of the guilder in United States cur- 
rency is $0.38. 


All transactions involving foreign 
currencies are subject to foreign ex- 
change control, and require a license 
from the Indonesian Foreign Ex- 
change Bureau. 


Banking 


In addition to the Java Bank, which 
is a bank of issue for Indonesia, there 
are several Dutch, British, and Chinese 
banks which offer ample general bank- 
ing facilities. The Java Bank, the Fac- 
torij Branch of the Nederlandsche 
Handel Mij., the Nederlandsch Indische 
Handelsbank, and the Nederlandsch 
Indische Escompto Mij. maintain a net- 
work of branch banks throughout the 
archipelago. In addition, credit facil- 
ities for the farmer and small merchant 
are provided by the Government’s Gen- 
eral Popular Credit Bank and savings 
facilities are offered by the Postal Sav- 
ings Bank, both with branches in all 
the areas under Netherlands control. 


The customary commercial loan rate 
now applicable is 5 percent per annum. 


Insurance 


The Dutch insurance market has al- 
ways covered an important percentage 
of Indonesian insurance. Before the 
war more than 70 insurance companies 


were operating in Indonesia, mostly 
Dutch, British, Australian, and New 
Zealand companies. Many of these 
have resumed operations. The com- 


panies have for some years followed the 
practice of excluding the risks of riot 
and civil commotion from all policies. 
Automobile insurance is the most im- 
portant class of casualty insurance 
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written, but personal accident insurance 
also is in wide demand. As a result of 
the high degree of development attained 
by civil aviation, the majority of the 
companies now include aviation insur- 
ance in their personal accident policies, 
free of extra charge. Burglary policies 
are sold, although the larceny risk is 
customarily excluded. Qualifying de- 
posits are required only of life insurance 
companies. 


Trading Potentials 


Business Activity Indicators 


Income.—The adult population of In- 
donesia, according to the 1930 census, 
was about 34,000,000 and the number 
of assessments for income tax in 1939 
was 2,356,000, which means that about 
7 percent of the adult population earn- 
ed taxable income. Of this 7 percent, 
93.3 percent earned less than US$500, 
or an average of US$110 a year; 5.5 
percent earned between $500 and 
$2,700, or an average of $1,135; and 1.2 
percent earned $2,700 and over, or an 
average of $4,865. Europeans, with 0.4 
percent of the population, earned 35 
percent of the income; Chinese, with 2 
percent of the population, earned 17 
percent of the income; and the natives, 
with 97.4 percent, earned 46 percent of 
the income. Of those earning less than 
US$500 a year, natives represented 83.4 
percent, Chinese 14 percent; in the $500 
to $2,700 bracket, Europeans represent- 
ed 47 percent, Chinese 29 percent, and 
natives 22 percent; and those earning 
more than $2,700 Europeans represented 
82 percent, Chinese 12 percent, and na- 
tives 5 percent. While these statistics 
of income have very little value in de- 
termining present purchasing power, it 
may be assumed that the percentages 
for the different racial groups are still 
approximately the same. 


Money in circulation and bank de- 
posits.—In 1941 the total money in cir- 
culation amounted to 577,000,000 guil- 
ders (US$312,000,000) while balances 
in the current account of the Java Bank 
and the principal commercial banks 
were 717,000,000 guilders or a total of 
1,294,000,000 guilders (US$699,000,000). 
While no figures have been released in 
the postwar period, it may be assumed 
that, with inflationary rise in prices 
since the war, the amount of money in 
circulation and on deposit in banks at 
the present time is at least twice that 
of 1941. The deposits of the Nether- 
lands Indies Postal Savings Bank at the 
end of June 1948 amounted to 57,000,000 
guilders, slightly higher than prewar. 
Deposits in other savings banks before 
the war averaged between 12,000,000 
and 15,000,000 guilders but these banks 
have not reopened since the war. 


Other indicators.—At the end of 1947, 
in the Netherlands-controlled areas of 
Indonesia, it is estimated that there 
were 12,500 passenger cars and taxicabs, 
12,100 motortrucks, 2,450 motorcycles, 
and 36 busses, compared with a total of 
88,000 motor vehicles before the war. 
The number of telephone sets in use 
was 51,300 before the war, while in 1947 
there were only 12,500 In the Nether- 
lands-controlled area. The number of 
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licensed radio receiving sets in 1940 
was 102,000. The number of electricity 
consumers reached 315,676 in 1940, 
consuming 364,352,000 kw.-hr. in that 
year. 


Local Customs Affecting Sales 


More than 97 percent of the popula- 
tion are native Indonesians and these 
are divided into a large number of 
ethnic groups of which the more im- 
portant are the Javanese (47 percent), 
Sundanese (14.5 percent), Madurese 
(7.3 percent), Minangkabau (3.4), 
Buginese (2.6), Batak (2), and Balinese 
(1.9). With the exception of the 
Balinese, who are predominantly Hindu, 
the Indonesians are Mohammedans. 


The natives, both men and women, 
still wear native costumes consisting of 
a sarong or kain for the lower part of 
the body. The women wear a tight- 
fitting upper garment and a cotton 
overgarment or coat. The men wear 
an undershirt and sometimes a white 
sport shirt or coat. Sinte the war more 
native men have adopted khaki shorts 
for everyday wear. 


The native population offers a mar- 
ket for various imported foodstuffs, 
such as fresh and canned fish, canned 
milk, and rice. Most of their houses 
are of bamboo and fiber construction 
and are not equipped with water or 
electricity. Most of the homes occupi- 
ed by the European and Chinese popu- 
lation, however, are of brick or stone 
with tile roofing, but many are wooden 
frame houses with reed roofs. Because 
of the tropical climate no heating faci- 
lities are required, and only a few of 
the better-class homes are equipped 
with water heaters. Gas is generally 
used for cooking in the cities, because 
electric rates are too high for electric 
stoves. Kerosene and charcoal are 
used in the rural districts. 


Much of the demand for imported 
merchandise is limited to the Europeans 
and Chinese, since the buying power of 
the majority of the native population is 
very low. 


Marketing Factors 


Principal Commercial Cities 

The most important commercial cen- 
ter in Indonesia is Batavia, which is the 
seat of government, and serves all of 
‘West Java, including the inland cities 
of Bandung and Buitenzorg. All of the 
leading import houses, many of which 
were formerly located at Surabaya, 
now have their headquarters in Batavia 
in order to be close to the seat of gov- 
ernment. Most of these import houses 
have branches and agencies in all the 
other parts of the archipelago. Sura- 
baya ranks second, and before the war 
led Batavia as the chief commercial 
center. It serves all of East Java, the 
Lesser Sunda Islands (Bali, Lombok, 
Sumbawa, Sumba, Timor, etc.), and to 
some extent all of East Indonesia. 


Macassar, seat of government for the 
new State of East Indonesia, is becom- 
ing important as a commercial center 
for that State, which includes the island 
of Celebes, the Moluccas, and the 
Lesser Sunda Islands. It is the center 
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of the copra and spice trade of that 
area. The ports of heribon, Semarang, 
and Tjilatjap, Java, were important 
shipping points for agricultural estate 
products, such as sugar, tea, rubber, 
tapioca, and kapok, but are relatively 
unimportant as commercial centers. 
In Sumatra the principal commercial 
centers are Medan, serving the rubber, 
tobacco, and palm oil estates on the 
east coast; Palembang, serving the oil 
fields, rubber, and coffee districts of 
south Sumatra; and Padang on the west 
coast. Pontianak, Bandjermasin, and 
Samarinda serve the rubber and copra 
producing areas.of Borneo, while Balik- 
papan and Tarakan serve the oil fields 
and refineries of Borneo. A consider- 
able portion of the import requirements 
of Riouw, Sumatra, and Borneo are 
supplied from Singapore. 


Marketing Channels 


Before the war more than 50 percent 
of the general import trade (textiles, 
foodstuffs, beverages, and household 
articles) was in the hands of four large 
Dutch import houses; more than 80 per- 
cent of the technical imports 
(machinery and heavy equipment) 
handled by five firms; 60 percent of the 
pharmaceutical and medicinal supplies, 
by two firms; 80 percent of the indus- 
trial chemicals and fertilizers, by two 
firms; 80 percent of the typewriters, 
by two firms; 75 percent of the other 
office machines and equipment, by 
three firms; 40 percent of the books 
and periodicals, by two firms; and 
motorcars, principally by three firms. 


The opportunities for the sales or 
indent agent in the present system of 
trading in Indonesia are extremely 
limited and consequently there are only 
a few in business, 


While there is no control of export 
trade, except for copra, tin and cin- 
chona. about 60 percent of the prewar 
eevor's were handled by eight large 

rms. 


Most of the leading importers and 
exporters have their head offices in 
Batavia and branches or agencies in 
other parts of the archipelago. Before 
the war many had their directorates in 
the Netherlands, and, while this is 
again true, the establishments in In- 
donesia appear to enjoy a greater mea- 
sure of independence with reference to 
the lines represented. 


The bulk of the wholesale trade of 
Indonesia is in the hands of the Chinese 
and the Dutch, the latter being pre- 
dominant in heavy equipment, 
machinery, and technical goods, and the 
Chinese in textiles, foodstuffs, and small 
wares. While no statistics are avail- 
able on the number of wholesale out- 
lets, in the 1930 census 4,439 Europeans 
and 10,869 Chinese listed the wholesale 
and commission business as their occu- 
pation. The wholesale trade is con- 
centrated in the commercial centers 
listed above. 


Retail trade is principally in the 
hands of the Chinese and Arabs, al- 
though there are a few _ exclusively 


European stores, particularly for jewel- 
lery, books, and wearing apparel in the 
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larger cities. The native Indonesian’s 
participation in the retail trade is 
generally limited to the small wayside 
food and tobacco stands. 


Rationing system.—A rationing sys- 
tem has been put into effect for the 
purpose of enabling the population to 
maintain a minimum standard of living, 
Local supplies are supplemented by a 
distribution of imported and domestic 
foodstuffs, textiles, and, occasionally, 
miscellaneous household articles. Per- 
sons eligible for the service are divided 
into categories according to monthly 
income. Prices of the items offered 
are usually below the usual market 
value. In addition, industrial, com- 
mercial, and governmental organiza- 
tions are issued monthly rations of cer- 
tain luxury items, for distribution to 
their employees. 


Distribution & Sales 

There are no free ports in Indonesia. 
Generally, warehousing facilities are 
ample, but at the present time, with 
the lack of transportation facilities, it 
is difficult to move merchandise as 
rapidly as in normal times. There are 
no commercial credit agencies, and 
credit information is supplied by the 
banking institutions. At present there 
are only two advertising agencies in 
Indonesia through which advertising 
can be placed in local media. 


All imports are made on a letter-of- 
credit basis and c.if. quotations are 
preferred, although f.o.b. port or f.a.s. 
are acceptable. All exports are pay- 
able in the currency of the country of 
destination on a letter-of-credit basis. 


Wholesale firms usually obtain credit 
from the import houses or banks, while 
retailers generally obtain short-term 
credits from wholesalers. 
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Japanese Commercial Reports 


Review of Post-war Japanese Trade 
Both Japanese exports and imports 
were generally on the increase. 


the end of 1948, exports since the 
cessation of hostilities totalled 
US$535,000,000. Imports totalled 
US$1,514,000,000, thus resulting in a 


deficit of $979,000,000. The excess in 
imports has been covered by the U.S. 
aid to Japan. 

The index number for exports in the 
year 1947 was 168, in 1948: 256, taking 
the 1946 figure as 100. In the import 
field, it was 172 in 1947, 223 in 1948, 
according to the same basis. 

Turning to imported goods, food- 
stuffs occupied 55 per cent of the total 
in 1946, and 56 per cent in 1947. In 
1948, however, the weight of food im- 
ports declined to 46 per cent of total 
imports despite the increase in ship- 
ment. Imports of productive goods 
which occupied 43% and 40 per cent 
in 1946 and 1947 respectively, rose to 
47 percent of the total. Around $60,- 
000,000 worth of the revolving fund 
supplied by U.S.A., which started to 
finance imports of raw cotton in 1948 
and the subsequent successes in con- 
cluding trade and financial agree- 
ments, helped to yield these good re- 
sults, 

There was a recession in the exports 
of textiles (raw silk being excluded) 
for sometime after the end of the War. 
A rapid increase was seen only in 
1947, when the ratio rose to 69 per 
cent of Japan’s total exports. Though 
a decline brought down the percentage 
to 53 in 1948, their weight in the export 
field was still great. On the other hand 
machinery, metallic, and chemical pro- 
ducts were on the increase. In the ex- 
port field priority was shifting from 
textiles to machinery & metallic pro- 
ducts. 

Imports from the United States and 
Latin America registered 97.5 per cent 
in 1946, 91.7 per cent in 1947, and 78.2 
per cent in 1948. Japan slowly shifted 
her purchases to Asian countries so as 
to improve the balance of trade with 
the United States. 

Japan shipped 75 per cent of exports 
to the American continent in 1946. In 
1947 and 1948, they dwindied to 12 per 
cent and 27 per cent respectively. 
Shipment to Asian countries occupied 
67 per cent of her total exports in 
1947, and 54 per cent in 1948. 


As of* 


Japan suffered $445,000,000 deficit in 
her trade with the United States while 
with other countries she had an excess 
of exports of $22,000,000. 

The weight of invisible trade in 
over-all trade returns was negligible 
the ratio of the former registering 
merely 1.2 per cent, whereas in pre- 
war days it was around 40 per cent. 

Compared with exports in pre-war 
days, the physical volume of exports 
in recent years is as follows. 

(Index numbers are based on 1930- 
34 average serving as 100). 


Exports: 1947 1948 
Raw (silk. iPeseaee 3.5 16.6 
Silk piece goods.. 23.1 40.3 
Cotton yarn 22.0. 63.5 32.3 
Cotton fabrics ... — — 
Artificial silk yarn 82.4 96.0 

a » fabrics 2.5 6.9 
Woollen (yarn) 18.2 10.0 

i (fabrics) . 12.5 25.3 
Coal = sv ei eae 39.8 54.2 
Wooden sleepers .. fie! 8.0 
BxploOsives: ciao « 7.2 15.1 
Coal-tar, pitch etc. 8.3 0.6 

Imports: 1947 1948 
SiMe sterges oes 0.2 2.9 
Barley. — sides eo 4,254.5 3,726.6 
Wiha tan gis imate 117.4 123.8 

- (Milled) 2,814.8 4,127.2 
Taian. COLA saya. 961.1 124.7 
Vegetables ....... PE 31.3 
Sugar oducts: tise ome 10.8 66.3 
Salt: seen acs 118.6 167.8 
Caustic potash .... 92.4 17.8 
Ammonium nitrate 8.3 9.6 
Phosphate ore .... 93.7 70.5 
Raw cotton ....... 17.4 12.8 
Pig iron 4 Siena 1.3 Vey 
Manganese ......- 5:9 24.4 

>. (ore) 0 39.8 
TronsOre’ S2 okie 0 26.6 
Plambago wis secrcta's 711 133:5 
Goal Saeth.. sates 0.9 32.6 
The actual shipment and the dollar 


volume of export contracts from Janu- 
ary to May of this year are as follows. 


Ship loading (in terms of) (in terms of) 
(Y100 million) ($ million) 


DANI stp 114,53 38,841 
Beéb.sisrackieee 109,97 37,580 
Marinas bien. ae 138,75 49,000 
Apia tas toys * 140.00 — 
MAS creireet: 178.00 — 
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Export Contracts (in § million) 


Janes vou . 11.304 (inclusive of 
: textiles 86.898) 
Heb), senda’ 40.753 
Mar. Saree 43.267 
IApre uiicees 43.855 
Was cn eee cs 24.227 


Taking the average yen volume of 
contracts from February through April 
as 100, the index number for May is: 
56.9. 


Trade with Latin America 

After a three-month tour of a SCAP 
trade mission to the Latin American 
nations, interim trade and financial ar- 
rangements have been negotiated with 
Argentine, Brazil, Chile, Mexico, Peru, 
and Uruguay, and letters of under- 
standing exchanged with Colombia and 
Venezuela. Efforts were made primar- 
ily for determining import and export 
availabilities between Japan and these 
American republics and for establishing: 
a basis for the implementation of trade 
between the respective countries. 
new prospect was opened for Japan to 
ship US$100 million worth of her ex- 
ports to Latin America in the ensuing 
15 months. The Mission succeeded in 
providing for the balancing of trade 
between Japan and the various Ameri- 
can countries at maximum levels and 
arrangements have also been accom- 
plished for payment in U.S. dollars. 


The major commodities in which 
Japan is interested are wool, cotton, 
sugar, salt, metals, ores, coal, hides and 
skins. The interest of the respective: 
American republics centered on Japan- 
ese rolling stock and equipment, heavy 
and light machinery and implements, 
metal products, textiles, chemicals, 
pharmaceuticals, communications and 
electrical equipment. 


High Commodity Stocks 


Commodity stocks amount now to a 
value of Y84,000 million. As to the causes. 
responsible for this accumulation, 70 
per cent were traceable to the current 
recession of exports, and 30 per cent 
were due to the drop of purchasing 
power in the domestic market. The 
Bank of Japan is currently advancing 
only few direct loans against these large 
inventories, 


